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EDITORIAL COMMENT 


THE BUDGET MESSAGE 


NTEREST in the budget message, 
submitted to the Congress by the 

_ President on January 4, probably 
relates less to the figures, impressive 
as they are, than to a spirited defense 
of the spending policy which the mes- 
sage contains. 

Taking up the estimates first, they 
show expenditures at $8,424,000,000 for 
the fiscal year ending June 30, 1941, 
or a reduction of $675,000,000 from 
those of the fiscal year ending June 30, 
1940. Normal receipts for the next 
fiscal year are estimated at $5,548,000,- 
000, an increase of $382,000,000 over 
the fiscal year ending June 30, 1940. 
The net deficit for the next fiscal year 
is put at $2,176,000,000, compared with 
a deficit of $3,933,000,000 in the pres- 
ent fiscal year. But the President pointed 
out that if the tax recommendations he 
made were adopted, the deficit for the 
fiscal year ending June 30, 1941, will 
be further decreased to $1,716,000,000. 
Estimated appropriations for the next 
fiscal year are placed at $8,101,000,000, 
contrasted with $8,889,000,000 for the 
preceding year. 

For the actual reduction in the deficit, 
and for the still larger reduction to be 
made by an addition to taxation much 
satisfaction will be felt by those who 
regard an early lessening of the deficits 


as a matter of prime importance. It 
must be wished by all that the hopeful 
outlook of the President may be justi- 
fied by events, though this has failed 
to be so in some recent years. 

The President looks on the budget as 
a statement which reflects in terms of 
money what the Government does for the 
people and what they contribute to the 
Government. It may be observed in 
this connection, that were there no waste 
involved in the dual course of taking in 
and handing out, the transaction would 
represent a perfect equation—so much 
taken in by the Government from the 
people, and an equal amount returned 
to them. Actually, there is some loss 
in the process. This being the case, it 
might plausibly be argued that it would 
be better to leave the money in the 
hands of the people, avoiding its trans- 
fer to Washington for handing it back 
to those from whom it was taken. To 
accept this view one would have to ap- 
prove the heterodox theory that the 
people themselves can make a wiser use 
of their money than can be made for 
them at Washington. That theory the 
President flatly rejects. He says that 
the relatively low and constant level of 
expenditures throughout the 1920's re- 
flected the relatively minor réle played 
by the Government in those years. But 
he does not say that in most of the 
period embraced in those years the 
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country was not in the depressed condi- 
tion existing since the advent of 1933 
and its liberal spending policy. 

The fiscal policy of the early 1930's 
—keeping expenditures as low as pos- 
sible in the face of shrinking national 
income—is characterized by the Presi- 
dent as “simple in theory and extraordi- 
narily disastrous in practice.” He adds 
that “Persistence in this attempt came 
near to bankrupting both our people 
and our Government.” Was public 
economy the cause of the 1929 disaster? 
Or was it private extravagance? 

The underlying philosophy used in 
support of the spending for prosperity 
policy appears in this one sentence in 
the President’s budget message: “The 
deliberate use of Government funds and 
of Government credit to energize pri- 
vate enterprise—to put purchasing 
power in the hands of those who ur- 
gently needed it and to create a demand 
for the products of factory and farm— 
had a profound effect both on Govern- 
ment and private incomes.” 

To back up this statement, the Presi- 
dent quotes the figures of national in- 
come at two periods, one when the 
spending policy was liberal, and the 
other when it was curtailed. That the 
paying out of public funds in large vol- 
ume will result in stimulation of enter- 
prise and of national income is widely 
admitted, though it does not necessarily 
follow that the spending policy was the 
major factor of stimulation or recession 
in the instances given by the President. 
But, this matter aside, the real question 
lies deeper. It relates to the wisdom 
of borrowing to create purchasing 
power. True purchasing power arises 
from the offering of marketable goods 
and services, and from no other source. 
To take it from one class and give it to 
another by taxation, and this taxation 
is the inevitable attendant of increased 
debt, represents no creation of new 
wealth—the one thing needed—but a 
mere transfer of an already deficient 
supply of wealth. This transfer may be 
expedient on political and humane 
grounds. But its real or fancied ex- 
pediency does not disguise the fact that 
it is about as effectual in curing eco- 


nomic depressions as would be a porous 
plaster in knitting a broken bone. 


It would no doubt have been more 
prudent, as it certainly would have been 
less costly, instead of using debt as a 
means of restoring enterprise to have 
adopted those measures by which alone 
the country has prospered in the past, 
and to have refrained from the employ- 
ment of measures which have invariably 
hindered enterprise and delayed the re- 
turn of prosperity. 

This subject by no means belongs 
in the domain of those rather contemp- 
tuously stamped as “academic.” On 
the contrary, it is of immediate practical 
concern to all our people and to every 
interest in the country. For there is a 
limit to deficits and debt, and should 
this fact fail of recognition it would 
contain the threat of a bankruptcy un- 
like the one seen by the President, du 
to economy, but one caused by spending 
beyond the capacity to pay. 

This issue is bound to play a leading 
part in the coming national contest, 
though it is hardly in essence a political 
problem. Our people are, on the whole, 
disposed to regard kindly the dispensers 
of national bounty, and they will not 
readily accept the rather bitter medicine 
whose employment is indicated if our 
fiscal policy is to be shorn of some of 
its liberality. 


© 


THE TRADE AGREEMENTS 


HERE is now going on in Congress 

a controversy of profound interest to 
all the people of the country, and by 
no means lacking in special interest to 
the banks. It relates to the bill for the 
renewal of the reciprocal trade agree- 
ments. These agreements were first au- 
thorized by an amendment to the Tariff 
Act of 1930, and approved by the Presi- 
dent June 12, 1934. This authority, 
originally established for a period of 
three years, was extended for a further 
period of three years from June 12, 
1937. Unless renewed by Congress, the 
authority to negotiate trade agreeménts 
under the provisions of this measure 
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will lapse on June 12 of the present 
year. 

The purpose of the Trade Agreements 
Act was to increase foreign markets for 
products of the United States through 
the reciprocal adjustment of trade bar- 
riers. These barriers are tariffs, quotas 
and exchange restrictions. 

From the Department of State it is 
learned that, taking the years 1934 and 
1935 as substantialy a pre-agreement 
- period, since only one agreement was in 
e‘fect for the entire year of 1935, exports 
from the United States averaged 2.2 
jillion dollars. During the two-year 


period 1937 and 1938, with 17 agree- 
ments in effect for most of the time, 
exports averaged 3.2 billion doilars. 
\Vhile no claim is made that this entire 
trade increase was due to the advan- 
tages for American exports obtained by 
tne 
it 


United States in trade agreements, 
is significant that during the period 
1937-1938, exports from the United 
States to countries with which reciprocal 
trade agreements were in operation 
averaged 61.2 per cent. greater than 
during the 1934-1935 period. Over the 
same periods our exports to non-trade- 
agreement countries averaged 37.9 per 
cent. greater. 

Trade agreements have been con- 
cluded thus far with twenty-one coun- 
tries, and it would seem entirely fair 
to conclude, with the evidence above 
given, that they have been productive 
of an increase in the country’s foreign 
trade. 

As to the desirability of foreign trade 
in itself, the day is rather late for bring- 
ing forward any arguments in its sup- 
port. The oft-quoted statement that 
our foreign trade is only some 10 per 
cent of the domestic trade, is without 
any application to the problem what- 
ever. 

Substantially, the trade agreements 
program represents a new method of 
dealing with tariff legislation. Instead 
of using the old practice of passing a 
general tariff bill, after appropriate 
log-rolling, the new policy makes agree- 
ments with nations disposed to enter 
into them, and the United States is thus 


enabled to carry on special negotiations 
with regard to the circumstances exist- 
ing in the country with which agree- 
ments are being sought. This method 
is obviously an improvement, but some 
members of Congress object to it be- 
cause it places in the hands of the 
President the power to conclude treaties 
without the concurrence of the Senate 
provided for in the Constitution. But 
this would seem to be merely a con- 
troversy over procedure, and having no 
real bearing on the merit of the agree- 
ments, 


There are objections to these agree- 
ments on other grounds. It is held that 
they cause undesirable competition with 
some of our own products, especially 
those of the farms. Instances are given 
of the importation of canned beef and 
corn from the Argentine. Some of the 
importations complained of can be de- 
fended. When, by crop curtailment, 
artificial stimulation of prices and other 
measures our domestic prices are 
boosted, it is quite logical and salutary 
that importation of foreign products 
should help to redress the situation. 

It must be said, in behalf of the De- 
partment of State, that in negotiating 
these agreements it has been the aim to 
make them of benefit to the country as 
a whole, with a minimum of injury to 
our manufacturing and agricultural 
interests. 


Should opposition to the renewal of 
the trade agreements arise from the Re- 
publicans in Congress, they may be re- 
minded that such eminent Republicans 
and protectionists as James G. Blaine 
and William McKinley advocated a 
policy of trade reciprocity. 

The “agricultural products” imported 
into the United States comprise such 
articles as tea, coffee, rubber, cocoa and 
bananas—things that we do not pro- 
duce at all. Many other articles spe- 
cially favored by the trade agreements 
are of a kind that we do not advantage- 
ously produce, and where it would be 
to our benefit to exchange for them 
those products which are most economi- 
cally produced in the United States. 

As banking is a product of trade, it is 
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believed that our banks would gain by 
all sound measures to develop the for- 
eign commerce of the United States. It 
is better for us to receive in our trade 
relations with the world a_ larger 
amount of noncompetitive goods we can 
use than billions of gold we cannot use. 

Some of the deep-rooted causes of 
military warfare consist of the excessive 
barriers to international trade. By re- 
moving or reducing them economic 
prosperity and security will be pro- 
moted, and the creation of a basic situa- 
tion more favorable to peaceful rela- 
tions between nations assisted. 


© 
THE CAPITAL RATIO—A WAY OUT 


FFOR some not quite understandable 

reason, the banking authorities are 
displaying an uncommon degree of in- 
terest in the proportion of banking capi- 
tal to deposits. While there is general 
agreement that a bank should have 
capital of its own and not do business 
entirely on the funds supplied by the 
depositors, no clear idea prevails as to 
just what, if any, fixed ratio should be 
maintained between the capital of a 
bank and its deposit liabilities. This 
proportion of capital to deposits is a 
contributing element to a bank’s safety, 
but quite obviously that safety depends 
upon the quality of loans and invest- 
ments and the general skill and probity 
of the management. 

A proposal that would seem to satisfy 
the supervising authorities of banks was 
made by J. Stewart Baker, chairman of 
the Bank of Manhattan Company, New 
York, at the recent annual meeting of 
that institution. Mr. Baker suggested 
that no marginal ratio was essential in 
regard to balances with the Federal 
Reserve banks. By adopting this sug- 
gestion, a bank’s deposits could increase 
to any figure without an increase of 
capital, provided the bank would carry 
with the Federal Reserve bank balances 
at least equal to the amount by which 
‘its deposits exceed the required ratio to 
capital funds. 

The adoption of this suggestion would 


afford a more flexible plan and of equal 
safety to the method of increasing or 
decreasing. capital to meet temporary 
fluctuations in deposits. 

At present the times are hardly fav- 
orable for procuring additional capital, 
as other times may be unfavorable for 
its retirement. At any rate, the existing 
swollen deposits have been created by 
temporary conditions, which as_ they 
change may no longer require more 
capital to provide a ratio which at best 
is largely theoretical. 


© 


NEW YORK ENDS CLEARING- 
HOUSE EXAMINATIONS 


AT a recent meeting of the New York 

Clearing-House Association it was 
decided to dispense with the period:c 
examination of members that has been 
practiced for some years, the right to 
make special examinations when consi:- 
ered desirable being reserved. 

The grounds of this action were in- 
dicated by the enumeration of examina- 
tions made by the Comptroller of the 
Currency, Superintendent of Banks, the 
Federal Reserve Bank of New York, the 
Federal Deposit Insurance Corporation, 
and by other authorities. These exam- 
inations are to be made available to the 
Clearing-House. 

The information supplied by these 
inspecting agencies should be adequate, 
and it is not surprising that the New 
York Clearing-House should have de- 
cided to give up its own system of in- 
spection. But there are some advantages 
of examination provided by associated 
local banks. Being always on_ the 
ground, they can detect the weak condi- 
tion of a bank sooner than can be done 
by outside authorities. When such asso- 
ciations have a keen sense of pride in 
their local banks, they can be expected 
to be vigilant in detecting any appear- 
ance of weakness. 

Relinquishment of this function by 
the New York banks is a further evi- 
dence of how government is gradually 
assuming responsibilities heretofore <e- 
volving upon individuals. 
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| t one-third of your deposits 
consisted of funds of customers 
engaged in one industry, it would 
be to your interest to keep well 
posted as to the needs of such 
industry so that you might serve 
these depositors well. 


We accept that theory as sound 
policy. We therefore specialize 
in the facilities we provide for 
and extend to our bank corre- 
spondents whose funds in our 
hands constitute one-third of our 
deposit liabilities. 


THE 


PHILADELPHIA 
NATIONAL BANK 


ORGANIZED 1803 


PHILADELPHIA, PA. 


Capital, Surplus and Undivided Profits 
$42,000,000 


Member of Federal Deposit Insurance Corporation 
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The War and 


Banking Trends 


HE impact of World War II on 

the banking system during 1939 

would be difficult to trace in any 
analysis of statements of condition of 
individual banks, which are _ issued 
quarterly. 

An increase in commercial loans in 
conjunction with the upturn in indus- 
trial production and rise in commodity 
prices might be found, but such an in- 
crease was in progress before the out- 
break of war. In fact, the continued 
decrease in security loans offset in vari- 
ous cases the increase in commercial 
loan volume, so that total loans did not 
show much change. 

Money rates remained stationary, 
with the exception of a minute rise in 
September in the Treasury bill rate and 
commercial paper rates. 

Total holdings of U. S. Government 
securities of reporting member banks 
increased $182 million in the month of 
September and by the year-end showed 
a further rise of $311 million. 

Gold continued to pour into the coun- 
try—$287 million in September and 
$695 million in the last quarter—to 


In the accompanying analysis 
of New York, Philadelphia, Chi- 
cago, and Boston banks—an an- 
nual feature of THE BANK- 
ERS MAGAZINE—Mr. Garcia 
gives particular attention to the 
impact of the war upon our 
banking system, and to the dis- 
turbing questions posed by the 
September experience. 


By F. L. Garcia 


Statistician, Hoit, Rose & Troster 
New York City 


reach unprecedented totals of close to 
$18 billion. The upturn in deposits to 
new high records continued without in- 
terruption. Excess reserves continued 
to mount, reaching a record high of 
$514 billion in late October. 

Indeed, the equanimity of the bank- 
ing system would appear to have been 
undisturbed by the commencement of 
the second World War in twenty years. 

But hidden in the statistics are a first 
two weeks of September that crowded 
into their short span all the anxiety that 
the war has thus far directly caused the 
banking system. 


Government Bond Decline 


The anxiety arose from the sharp de- 
cline in Government bonds, which in 
heavy selling dropped over six points 
to reach by September 21 their lowest 
levels since 1937, a decline of about 
nine points compared with the all-time 
highs reached only four months previ- 
ously, in June. Two of the large long- 
term issues sold below par; _ other 
issues showed declines to about the par 
level; the Treasury decided to defer its 
September quarterly financing. 

Since commercial banks hold over 
$16 billion or close to 40 per cent of 
the total U. S. debt; and since another 
$16 billion are held by life insurance 
companies and other investors beyond 
direct influence of the banking authori- 
ties, this anxiety was justified by the 
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circumstances. There was no telling 
how much farther the decline would 
continue. Arithmetically, however, abil- 
ity of the banking system to absorb 
depreciation was limited—Government 
security holdings are large enough that 
surplus, undivided profits and con- 
tingency reserves could absorb less than 
25 per cent markdown from book value 
of Government holdings before capital 
would be affected. 

True, amortized and not market 
values are allowed in carrying Govern- 
ments. Also the Federal Reserve Banks 
might as in the past make advances on 
Government securities at par. And 
Governments might be used by banks 
at par in retiring RFC debt. But as 
premiums on Governments began melt- 
ing away and it became apparent that 
Federal Reserve open market policy 
was to keep the decline orderly and not 
to peg the market, many a_ banker 
watching his “cushion” in Governments 
vanish must have been on the anxious 
seat. 


Support of Government Market 


Under the circumstances, New York 
banks, alone holding over 10 per cent. 
of the Federal debt, cooperated fuily 
with the war crisis committee formed by 
the New York Federal Reserve Bank. 
Member banks in other leading cities, 
holding about 15 per cent of the na- 
tional debt, also maintained their hold- 
ings. 

The record shows that during the 
first two weeks in September, when the 
Federal Reserve banks were buying 
$357 million of Government bonds, the 
New York banks actually added $15 
million to Government bond holdings. 
Other leading city banks during the 
same period reduced their Government 
bonds by only $57 million. The bulk 
of the supply of bonds on the market 
came, therefore, from small banks and 
other investors. 

What prompted liquidation from 
these sources in the face of a “hold” 
policy by the larger banks can only be 
guessed. However, the long “bull 
market” in Governments had rendered 
the market vulnerable to profit-taking. 
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Outbreak of war, with its historical sug- 
gestion of higher interest rates, ap- 
peared to add the possibility of a real 
“turn” in the bond market as a reason 
for liquidation. 

By mid-September, however, the pres- 
sure on the market eased, and the Fed- 
eral Reserve Banks tapered off their 
increases in bond holdings with $40 
million in the third week and $7 million 
in the final week. The total September 
bond purchases by the Open Market 
Committee thus totaled $404 million, 
despite the policy of letting the market 
find its own level rather than absorbing 
supply more directly. 

How close this support of the Gov- 
ernment bond market came up to an- 
ticipations of the monetary authorities 
is indicated by the reputed pre-war plan 
of the Federal Open Market Committee 
to purchase Government bonds up to 
$500 million. It is also interesting 
that non-member banks were sellers for 
the turn despite the intimation of grant- 
ing them full discount privileges at the 
Federal, to ease if possible the pressure 
on Government bonds. 


With continued growth in excess re- 
serves and hardly a ripple in money 
rates, the smaller banks appeared to 
come back into the market late in Sep- 
tember. By the end of the year, nearly 
all of the September losses had been 
regained by Government bonds, and 
their “war market” decline seemed 
paradoxical considering the numerous 
indications of extreme ease in the 
money market. 


Disturbing Questions Posed 


The September experience, however, 
poses some possibly disturbing ques- 
tions. How much further can the 
larger banks increase the ratio of Gov- 
ernment securities to capital funds with- 
out tying themselves tighter to a 
“vested interest” in a stable Govern- 
ment securities market? In sudden 
major declines, must the larger banks 
sit tight, to avoid demoralizing the 
market, while the smaller banks play 
such turns? Can the uniform examina- 
tion procedure’s discouragement of in- 
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and-out securities trading get “teeth” 
in it? 

No doubt various banks analyzed the 
September situation and concluded the 
decline was temporary, but if so, few 
joined the Federal Open Market Com- 
mittee in purchases at lower prices at 
that time. Later in that month and in 
the year, however, they did so in larger 
number and thus were able to show 
large cushions in Government security 
portfolios at the year-end, or “sweeten 
up” operating earnings by profits on 
moderate turnover of holdings. 

For the time being, therefore, all is 
again quiet with the banking system. 
Whether intensification of the war 
would have more serious repercussions 
remains to be seen. Support of the 
Government bond market and the con- 
tinued inflow of gold appear to leave 
the door open to a potential credit in- 
flation under conditions of intensified 
warfare that would be most difficult to 
control if it assumed boom proportions. 


New York City Banks 


Feature of the New York banking 
year was the 27 per cent upturn in com- 
mercial loans. From the 1939 low in 
February to high in December, commer- 
cial loans rose $360 million, thus re- 
gaining 60 per cent of the total deflation 
in commercial loans from 1937 high to 
1939 low. 

This New York upturn in commer- 
cial loans was well ahead of that for 
reporting member banks in 100 other 
cities, and compared favorably with the 
39 per cent step-up in industrial pro- 
duction (Federal Reserve Index). 

However, total loans showed only 
114 per cent increase for the year, as 
security loans declined 17 per cent. 

New York banks added $917 million 
(25 per cent) in Government securities 
for the year. Over 60 per cent of this 
addition was made by June, when Gov- 
ernment securities reached their highest 
levels. Only $89 million of Govern- 
ments were added in the third quarter, 
but in the fourth quarter, $255 million 
of Governments were taken. At the close 
of 1939, Government securities totaled 
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3.11 times capital accounts of New York 
banks. 

Lengthening of maturities by New 
York banks is indicated by the fact that 
about three-fourths of their $927 million 
increase in Governments since March 1, 
1939, has been in bonds. At the year- 
end, about 68 per cent of holdings of 
direct obligations were bonds. 

Largely because of this increased po- 
sition in Governments, earning assets 
show a 13 per cent rise for the year, 
surpassing in various casés the former 
high levels of December, 1936. This 
$1,039 million expansion in earning 
assets of New York banks paralleled 
their $1,035 million increase in excess 
reserves. 

Deposits rose to new highs, with « 
$2.6 billion (25 per cent) gain for the 
year. This compares with the year’s 
$3 billion (21 per cent) increase in the 
country’s monetary gold stock. About 
40 per cent of the year’s bulge in de- 
posits was in out-of-town bank deposits, 
which now stand at $4 billion, com- 
pared with New York excess reserves of 
$2.7 billion. 

Proportionately, in relation to de- 
posits, New York member banks ap- 
proximately maintained their invested 
position in securities, but showed a re- 
duction in relative volume of loans, as 
the following table shows: 

Loans 

Govt. Other and Dis- 

Secs. Secs. counts 

PerCent PerCent Per Cent 
Dec. 27, 1989... 35.4 9.1 93.5 
Sept. 27, 1939.. 33.9 9.8 22.4 
Aug. 30, 1939.. 343 9.7 22.8 
June 28, 1939.. 36.7 9.8 23.7 
Dec. 28, 1988... 35.5 10.6 29.0 


Chicago Banks 


With Government securities holdings 
already totaling 4.39 times capital ac- 
counts at the beginning of 1939, and 
over half of holdings in Government 
bonds, Chicago member banks followed 
a conservative investing policy during 
1939, adding most of the year’s increase 
in available funds to excess reserves. 

Earning assets were $127 million (6 
per cent) higher, accounted for by in- 
creases of $64 million in Governments. 
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$15 million in “other” securities and 
$48 million in loans. Bulk of the in- 
crease in loans was in commercial loans, 
which enjoyed the fine increase of $46 
million (14 per cent). 

Deposits rose twice as fast as earning 
assets, showing a 14 per cent gain ($372 
million). However, over 50 per cent 
of this deposit gain was in bankers’ de- 
posits, which rose $219 million (33 per 
cent) for the year. Thus, excess re- 
serves increased $200 million. At the 
close of 1939, bankers’ balances of $899 
million compared with excess reserves 
of approximately $600 million. 

During September, Chicago member 
banks added $14 million to holdings of 
Government bonds, and later added an- 
other $35 million in the fourth quarter. 
This compares with pre-war increase of 
529 million between June and August in 
holdings of bonds. Chicago banks have 
preferred bonds to bills and notes since 
August 30 (just prior to outbreak of 
war), the short-terms decreasing $173 
million in contrast to the $49 million 
increase in bonds. At the close of 1939, 
70 per cent of holdings of direct obliga- 
tions were bonds. 

In proportion to deposits, the volume 
of loans of Chicago banks was better 
maintained than that of securities, but 
securities in proportion to deposits still 
are three times as large as the ratio 
of loans, as the following table indi- 
cates: 

Loans 
Govt. Other and Dis- 


Secs. Secs. counts 
Per Cent Per Cent Per Cent 


Dec. 27, 1939... 39.4 11.2 19.0 
Sept. 27, 1939.. 40.1 10.8 18.8 
Aug. 30, 1939.. 44.7 11.3 18.6 
June 28, 1939.. 42.9 12.2 19.4 
Dec. 28, 1938... 42.5 12.3 19.9 


Philadelphia Banks 
Member banks in Philadelphia dis- 


trict had a very quiet year. Earning 
assets rose but $3 million (0.3 per cent) 
for the year, varying little during the 
period. The $219 million higher de- 
posits, 40 per cent of which were bank- 
ers’ deposits, were added, after reserve 
requirements, to excess reserves. 


Loan volume remained about the 
same, an increase of 714 per cent in 
commercial loans being offset by a lower 
volume of other loans. 

Government securities, which total 
only 2 times capital accounts, were 
slightly ($11 million, or 2 per cent) 
higher on the year. During September, 
these banks reduced their Government 
bonds, of which they are relatively large 
holders, by only $2 million and added 
$9 million in the fourth quarter. 

An interesting feature of holdings of 
Governments of these banks is the ab- 
sence of any Treasury bills and the large 
preference for Government bonds, which 
total about 90 per cent of direct obliga- 
tions. 

Because of the increase in deposits 
and the very small increase in earning 
assets, loans and investments in propor- 
tion to deposits declined for 1939, as 
the following table indicates: 

Loans 
Other and Dis- 

Secs. counts 
Per Cent Per Cent 

18.6 29.0 

19.3 29.1 

20.1 29.6 

19.7 30.5 

22.4 34.0 


Govt. 

Secs. 

Per Cent 
Dec, 27, 1989...... 313 
Sept. 27, 1939.. 31.9 
Aug. 30, 1939.. 33.1 
June 28, 1939.. 32.7 
Dec. 28, 1938... 35.9 


Boston Banks 


Reporting member banks in the Bos- 
ton district enjoyed a splendid 19 per 


‘“‘The September experience 
poses some possibly disturbing 
questions. How much further 
can the larger banks increase the 
ratio of Government securities to 
capital funds without tying 
themselves tighter to a ‘vested 
interest’ in a stable Government 
securities market? In sudden 
major declines, must the larger 
banks sit tight, to avoid demoral- 
izing the market, while the 
smaller banks play such turns? 
Can the uniform examination 
procedure’s discouragement of 
in-and-out securities trading get 
‘teeth’ in it?’’ 
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Reconstruction 
Finance Corporation 
Loans to the 
Railroads 


By 
HERBERT SPERO 


Department of Economics 
College of the City of New York 


‘THis book is a study of Recon- 

struction Finance Corporation 
financing of near-bankrupt rail- 
roads in the depression years 1932- 
1937. It deals with the funda- 
mental difficulties of the nation’s 
railroad system and of the weaker 
carriers in particular. It empha- 
sizes the various purposes for 
which the Reconstruction Finance 
Corporation was created and the 
diverse uses to which the corpora- 
tion’s funds were put. 

It provides a detailed analysis 
of the basic financial ills of the 
St. Louis-San Francisco, the Chi- 
cago and Eastern Illinois, the New 
York, New Haven and Hartford, 
the Missouri Pacific, the Chicago, 
Milwaukee, St. Paul and Pacific, 
the Denver and Rio Grande West- 
ern, and the Chicago and North 
Western. The analysis is amply 
supported by statistical data. The 
policy of the Interstate Commerce 
Commission in approving Recon- 
struction Finance Corporation aid 
to these lines is then studied. 

The author’s conclusion is sig- 
nificant for its statement of the 
new relationship of the Govern- 
ment to debtor roads and for its 
criticism of governmental policy. 


T satan Publishing Co., 
| 465 Main Street, Cambridge, Mass. 


easy 


| Please send me on approval a copy ot | 


| “RFC Loans to the Railroads” by Herbert 


At the end of 5 days I will either 
remit $3.50 or return the book. 


cent increase in commercial loans dur- 
ing 1939, which expansion more than 
accounts for the moderate (4 per cent) 
rise in total earning assets. 

Commercial loans increased $47 mil- 
lion, enabling total loans to rise $41 
million (7 per cent). This compares 
with $3 million net expansion in secu- 
rities ($16 million increase in Govern- 
ments, less $13 million decline jin 
“other” securities). Thus, earning 
assets show a net rise of $44 million for 
the year. 

These banks are largely holders of 
Government bonds, which total some 80 
per cent of direct obligations. Their 
total position in Government securities 
is moderate, amounting to 1.90 times 
capital accounts, and in fact, their ratio 
of loans to deposits is higher than that 
of combined Government and “other” 
securities to deposits. 

During September, Government bonds 
of these banks rose $7 million, followed 
by a $6 million increase in the fourth 
quarter. Since outbreak of war, hold- 
ings of Treasury bills, which had been 
none August 30, have been increased to 
$17 million, compared with reduction of 
$16 million in Treasury notes. 

Deposits rose three times as fast as 
earning assets, showing a $189 million 
gain (13 per cent) on a net basis. About 
40 per cent of the gain in gross deposits, 
however, was in bank deposits. Thus, 
excess reserves were doubled, from $101 
million in December of 1938 to about 
$200 million at the close of 1939, com- 
pared to total bankers’ balances of $341 
million. 

Because of this faster increase in de- 
posits, earning assets in proportion to 
deposits declined slightly, as the fol- 
lowing table shows: 

Loans 

Govt. Other and Dis- 

Secs. Secs. counts 

Per Cent Per Cent Per Cent 
Dec. 27, 1939... 29.4 7.3 38.8 
Sept. 27, 1939.. 28.1 8.2 37.3 
Aug. 30, 1939.. 29.3 8.5 37.8 
June 28, 1939.. 29.4 9.1 38.2 
Dec. 28, 1938... 32.2 9.2 41.1 
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Old Republic 
has pioneered in 
adapting Credit 
Life Insurance 
to banks with 
Personal Loan 
Departments, 


Or REPUBLIC has just brought out a 
unique brochure explaining its simple, practical plan of Credit Life In- 


surance as used by hundreds of commercial banks with Personal Loan 
Departments— banks of all sizes in all types of communities in 2g states 
from New York to California. The brochure also contains examples of 
the few simple forms that make the plan almost automatic in operation. 
A copy of this brochure will be sent to any bank-officer upon request. 
Address N. A. Nelson, Jr., General Manager, Old Republic Credit 
Life Insurance Company, 309 West Jackson Boulevard, Chicago, III. 
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Secondary 


Reserve Program 


INCE, in order to be effective for 

the protection of the deposits and 

hence of the bank which holds 
them, it is necessary for the assets held 
in this account to be safe, liquid, pro- 
vide at least some income and be held 
entirely at the discretion of the bank, 
there is only a limited variety of assets 
which may be chosen. It includes: 


A. Non-local loans and discounts 
. Bankers acceptances 
. Commercial paper 
. Call loans 
. S. Government securities 
. Bills 
. Notes 
. Bonds 
. Government 
and bonds 
. Corporate bonds and notes 
1. Railroad 
2. Public Utility 
3. Industrial 
4. Miscellaneous 


guaranteed notes 


It may be noted that all of these 
assets have one characteristic in com- 
mon—they are all non-local, a bank has 
complete discretion about buying, sell- 
ing or pledging them. It cannot em- 
barrass its local relationships by any 
action that it may take concerning them. 
Aside from this one common character- 
istic, the several types of assets differ 
materially from each other in various 
respects. 

In general, non-local loans and dis- 
counts all possess a high degree of 
safety and liquidity and, as a result, 
usually provide a low yield. It cannot 
be assumed that all paper of this type 
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By Paul M. Atkins 
Executive Vice-President, 
Grant & Atkins, Inc., New York City 


is satisfactory from the standpoint of 
safety at all times, however. There are 
periods when practically all of it meets 
the established standards, but ther: 
have been periods in the past when 
some paper, even though a small minor- 
ity, has been sufficiently unsound to 
cause losses to its holders. It should 
be carefully scrutinized, therefore, be 
fore purchase, especially commercia! 
paper. All this paper also is of shori 
maturity, seldom having a due dat: 
more than six months distant when is- 
sued. This holds for commercial paper 
—bankers’ acceptances seldom run for 
more than ninety days, and call loans 
may, of course, be called at any time. 
Because of the high average degree of 
safety, the short maturity, and the ex- 
cellent liquidity of this paper, it forms 
an excellent component for a secondary 
reserve. Its one drawback is its low 
yield—relatively and often absolutely. 


U. S. Government Securities 


The second major division of possible 
eligible assets for the secondary reserve 
is made up of United States Government 
securities of all kinds and of the secu- 
rities which are guaranteed by the Fed- 
eral Government. From the standpoint 
of a secondary reserve this group may 
be divided into two major sections: 
(1) the bills, notes, and bonds that are 
due within a few months or a year or 
two at the most: (2) the medium and 
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long term bonds. The first group have 
substantially the same characteristics as 
possible components of a secondary re- 
serve as have the non-local loans: and 
discounts. Together with the first group 
these assets contribute more than any 
others to the liquidity of this reserve. 
They would be highly satisfactory for 
the entire reserve if it were not for the 
low income which they generally pro- 
duce. 

The medium and long term bonds of 

this group present a somewhat differ- 
ent aspect. There is little question about 
their safety. As a matter of fact, if the 
time should come when the credit stand- 
ing of these bonds should be in ques- 
tion, other obligations of all types 
would probably be in a worse position. 
‘'nder anything like normal conditions, 
also, these securities are highly salable, 
cither in small or large quantities. The 
reason why their suitability for this re- 
serve is subject to debate is due to their 
maturity. Every banker and security 
man is aware of the fact that, the more 
distant the maturity of a bond, the more 
iis price is affected by a change in the 
interest rate level. Hence, if interest 
rates begin to harden, it is quite pos- 
sible for the market price of these bonds 
to drop materially in a very short time. 
In other words, they possess only one 
of the qualities required for liquidity 
—marketability. Conditions may easily 
develop at times which would seriously 
impair their price stability. Of course, 
if they may experience a price decline 
due to a hardening of interest rates, 
they would also have a rise in price 
with a softening in interest rates. 

In other words, if purchased at the 
right time in the interest cycle, they 
may prove to be a very satisfactory as- 
set for a secondary reserve. Unfortun- 
ately, however, secondary reserve assets 
can seldom be purchased in this fashion. 
They must be acquired to meet the needs 
of the secondary reserve and they can- 
not be made to wait on the interest rate 
cycle. Furthermore, assets included in 
the secondary reserve should be evalu- 
ated with the idea in mind that they 
will provide liquidity under adverse 
conditions and not simply at favorable 


times. On the other hand, these bonds 
are excellent collateral for loans either 
at a Federal Reserve or a correspondent 
bank. Existing regulations provide that 
U. S. Government bonds shall be ac- 
cepted as collateral at Federal Reserve 
banks at par regardless of what the mar- 
ket price may happen to be. As long 
as this regulation remains in effect, 
therefore, there is a lower level below 
which the collateral value of these bonds 
cannot fall. While there seems to be 
every present intention of maintaining 
this regulation in force, there is no as- 
surance that it may not be changed at 
any time as conditions arise which make 
it appear wise to alter or abandon it. 
Such bonds, of course, provide greater 
income on the average than do the Gov- 
ernment bills, notes and very short ma- 
turity bonds, and hence they do possess 
this advantage. Whether this is suffi- 
cient to offset a possible lack of price 
stability is a question that must be an- 
swered in terms of the particular case 
in connection with the selection of other 
assets for the secondary reserve. 


State and Municipals 


The third group of possible assets is 
like the second in that these securities 
are issued by governmental bodies. They 
have no special standing with the Fed- 
eral Reserve banks and they cover the 
whole gamut in regard to both safety 
and liquidity. The bonds and notes of 
a few states, of which New York and 
Massachusetts have been conspicuous 
examples, have possessed a credit rat- 
ing second only to that of the United 


The accompanying article is a 
continuation of the one which 
appeared in the January issue 
of THE BANKERS MAGA- 
ZINE, and is the last in a series 
of ‘‘previews’’ of Dr. Atkins’ 
new book ‘‘Bank Bond Invest- 
ment and Secondary Reserve 
Management’’ soon to be pub- 
lished by The Bankers Publish- 
ing Company. 
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Ficure I 
STATEMENT OF SECONDARY RESERVE POLICY 


I. Purpose—The purpose of the secondary reserve of this bank is to provide a 


reserve of safe, highly liquid, non-local earning assets which may be drawn 
upon to replenish the primary reserve when necessary. 


1. The amount of the secondary reserve is to be equal at all times to. 

per cent of all temporary deposits, plus per cent of the average of all 
demand deposits (excluding temporary deposits) for the last preceding calen- 
dar year, plus per cent of the average of all time deposits (excluding 
temporary deposits) for the last preceding calendar year. 

2. If, at any time, the amount of the secondary reserve is drawn down below 
the amount as defined in 1 above, no funds are to be invested in any form 
except local loans and discounts until the secondary reserve has been built 
up to the standard as above defined. 


Composition 


1. The secondary reserve shall be composed only of non-local earning assets, 
consisting of call loans, commercial paper, bankers’ acceptances, U. S. Gov- 
ernment securities—direct and indirect—maturing in not more than 
years, and of high grade state, municipal and corporate bonds and notes and 
maturing in not more than years. 

2. The liquidity of the secondary reserve shall be maintained at such a level 
that it shall be possible to convert at least one-quarter of it into cash in not 
more than days and a second quarter into cash in not more than 
additional days, a third quarter into cash in not more than additional 
days and the remainder into cash in not more than. additional days. 
3. No bonds shall be included in the secondary reserve whose quality is less 
than high (to be defined periodically by the board of directors), and not more 
than per cent shall have a quality classification as low as this. 

4. All assets in this reserve which give amy evidence of deteriorating either 
in safety or liquidity shall at once be sold or otherwise liquidated. In any 
case of doubt, the asset shall be eliminated. 


Periodic Review of Policy—This statement of the secondary reserve policy 


for this bank shall come up for review by the board of directors in not more 
than six months from the present date and may be brought up for review at 
any time at the instance of any member of the board. 


States Government, and a degree of 
liquidity which, although less because 
the issues are smaller, nevertheless in a 
general way is very satisfactory. At the 
other end of the scale may be found 
securities whose credit position and 
liquidity are practically nil, with a mar- 
ket record as bad as the worst of the 
corporate issues. Since the maturity of 
these securities covers an even wider 
range than the United States Govern- 
ment securities, what has already been 
said about the effect of long maturities 
and changes of interest rates on liquid- 
ity and yield applies with full force 
here. 
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Corporate Bonds and Notes 


Corporate bonds and notes vary 
greatly in safety, marketability, matur- 
ity, and hence in liquidity and yield. 
It is necessary to evaluate them care- 
fully before making a selection for the 
secondary reserve. 

It is apparent from even this brief 
survey of the various types of assets 
which are‘ available that there is no one 
type or group of types of securities 
ideally suited to the needs of a second- 
ary reserve. It is essential to determine 
the degree of safety and liquidity that 
is required for this reserve and then 
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select assets which, at the time of the 


selection, appear to be best adapted to 
meet the existing needs. 


Secondary Reserve Policy 


In order to do this successfully, it is 
necessary first to determine the needs 
which are to be met by the secondary 
reserve by means of a thorough analysis 
of the present position and the past ex- 
perience of the bank and by a careful 
evaluation of the problems which it is 
likely to encounter in the future. To 
avoid becoming lost in the maze of pos- 
sible assets which may be included in 
this reserve, it is also essential to estab- 
lish a policy to govern the size and com- 
position of the secondary reserve and a 
program for putting this policy into 
effect. It should be recognized that it 
may be desirable to alter the policy 
from time to time as conditions both 


within and without the bank vary and, 
even more frequently, it may be essen- 
tial to change a program in order to 
maintain a policy. A policy should be 
expressed comprehensively and un- 
ambiguously, but in sufficiently general 
terms so that it need be altered only 
because of fundamental changes. It is 
recommended that it be reduced to writ- 
ing and duly approved by the board of 
directors of the bank in order that all 
concerned may have a common under- 
standing of the secondary reserve policy. 

The accompanying form (Figure I) 
is offered as a suggestion of the manner 
in which such a policy may be drafted. 
It should be modified to meet the needs 
of the individual institution. 

This statement should be approved 
by the board of directors, and a copy 
included in the minutes of the meeting 
at which it is adopted. Copies should 
be supplied to all directors and all offi- 


Fieure II 


STATEMENT OF SECONDARY RESERVE PROGRAM 


Size—The size of the secondary reserve is to be §. 


Composition—It is to be composed of: 


Per Cent 


A. Call loans, bankers’ acceptances and commercial paper 


B. Bonds and notes maturing in not more than 
C. Bonds maturing in not more than years, 


to mature each year 


months.... 
per cent 


Investment Unit—The bonds are to be purchased in units of $ 


Diversification—The bonds in B and C above are to meet the following diver- 


sification limitations: 


U. S. Governments 
Railroads 

Public Utility 
Industrials 


Per Cent 
Not less Not more 
than 


Periodic Review—This statement of the secondary reserve program and the 
assets which are held in accord with it shall come up for review by the second- 
ary reserve and investment committee of the bank in not more than three 
months from the present day. The secretary of this committee shall prepare 
in writing a report addressed to the board of directors containing the de- 
cisions of this committee in regard to this program and the assets held in 
the secondary reserve. This program may be brought up for review by the 
secondary reserve and investment committee at any time on the instance of 
any member of this committee. 
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EXAMINATIONS - SYSTEMS - TAXES 
FOR 


Banks and Trust Companies 


McARDLE & McARDLE 


ACCOUNTANTS AND AUDITORS 


Forty-Two Broadway, 


cers and employes of the bank who may 
have any responsible part in its admin- 
istration. 


Secondary Reserve Program 


In order to put this policy into effect 
it is desirable also to have a clear 
statement of the program adopted. The 
program is less permanent in form for 
it may be necessary to change it at more 
or less frequent intervals in order to 
maintain the policy adopted. 

The accompanying form (Figure II) 
is offered as a suggestion. It should, 
of course, be altered to suit the needs 
of the individual bank. 

The next step is the selection of as- 
sets to include in the secondary reserve. 
If the proper preliminary work has been 
satisfactorily performed, this last step 
should present no serious difficulty. A 
definite policy and program to govern 
the secondary reserve has been set up. 
Securities have presumably been evalu- 
ated in the manner described earlier 
and hence may be measured against the 
requirements outlined in the statements 
of policy and program. Having defi- 
nite standards by which to test the suit- 
ability of bonds should eliminate the 
fumbling in their selection which is 
practically inevitable without them. It 
is much easier to choose. a security to 
fit into a particular place in a second- 
ary reserve program than it is to at- 
tempt to buy “any good bond” for a 
secondary reserve, especially when that 
term has not been defined, or defined 
inadequately. 
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New York City 


Constant Supervision 


The final step is the constant super- 
vision of the assets in the secondary re- 
serve to make sure that they do not 
deteriorate and, if indications of a 
downward trend appear, then their 
prompt liquidation from the account: 


(Nore: Subjects discussed in Dr. Atkins’ 
book, soon to be published by The Bankers 
Publishing Company, include: Analysis of 
the Balance Sheet Position of a Bank, 
Analysis of the Income Position of a Bank, 
Analysis of the Past History of a Bank, 
Evaluation of Securities, Evaluation of U. S. 
Government Securities, Evaluation of Tax 
Exempt Securities, Evaluation of Railroad 
Securities, Evaluation of Public Utility Se- 
curities, Evaluation of Industrial Securities, 
Economic, Business and Political Factors, 
Sources of Economic Information, Primary 
Reserve Policies, Secondary Reserve Poli- 
cies and Programs, Investment Account 
Policies and Programs, Purchase and Sale 
of Securities, Accounting Records for Bank 
Holdings of Securities, etc., etc.) 


© 


Tue friendship and good will of busi- 
ness and professional people in your 
community is most important as they 
contribute much to the development of 
your institution and can be of consider- 
able help to you at all times. Make it 
a point to call upon these customers 
periodically and talk matters over with 
them. Even if it is just a call to say, 
“Hello,” it helps and the customer feels 
that by this gesture you evidence an in- 
terest in his welfare—Frank T. Egan, 
Managing Director, Centralia Chamber 
of Commerce, Centralia, Ill. 
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e 
Cleveland 
Crust Company 


Banking Offices located throughout Greater Cleveland and nearby 


CONDENSED STATEMENT OF CONDITION, DECEMBER 30, 1939 


ASSETS 

Cash on Hand and in Banks ....... $ 138,741,915.01 
United States Government en, direct 

and guaranteed. . . ee 108,148,065.09 
State, Municipal and Other Bonds pa Invest- 

ments, including Stock in Federal Reserve 

Bank, less Reserves .. . . 10,015,606.40 
Loans, Discounts and diana: rn Sewn = 131,770,476.30 


Banking Premises (including investments and other 
assets indirectly representing bank premises) . . . 6,441,088.11 


Other Real Estate (including investments and other 

assets indirectly representing other real estate) Less 

SIE aro rg ay gs oc we Sy ee ot ue 7,625,609.28 
Other Resources . . . Bee te cre " 2,075,324.41 
Customers’ Liability on Accepeances Executed 

by this Bank ..... GBtaY eer set aal is 179,882.89 


Total ........ . $ 404,997,967.49 


LIABILITIES 


Capital Notes .. . $ 13,492,000.00 
(Subordinated to Deposits and. 
Other Liabilities) 


Capital Stock. . . ee 13,800,000.00 
Surplus and Undivided Profits 5,185,314.93 
Reserve for Contingencies . 294,676.63 


Retirement Fund for Capital 
Notes and Accrued Interest 
to February 1,1940.. . 395,949.47 33,167,941.03 


DEPOSITS 
Demand. . .... . + $ 172,233,966.45 
| a ae ee ee 176,278,199.89 


Estates Trust igs 
(Preferred) . i 16,274,898.17 


Campanses Trest Depesunent 
(Preferred) . . . . - « '___3,342,166.05_ 368,129,230.56 
Accrued Taxes, Interest, etc. . . . 2. 2 « « 1,364,363.75 
Other Liabilities . .. ae ie ge ee 2,156,549.26 
Acceptances Executed for Customers e ws 179,882.89 
Total . . . 1. 2. 6 « «© «© $ 404,997,967.49 


United States Government Obligations and other assets carried at $17,829,187.03, 
are pledged to secure public funds and trust deposits and for other purposes as 
required or permitted by law. 


MEMBER FEDERAL RESERVE SYSTEM 
Member Federal Deposit Insurance Corporation 
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The War and 


Latin America 


HE war in Europe will, in its con- 

sequences, profoundly affect the 

economic situation of Latin Amer- 
ica. Changes in the fortunes of the vari- 
ous countries are certain to be reflected 
in due course in the values of their se- 
curities. 

The situation facing the Western 
Hemisphere is similar to that which pre- 
vailed in 1914 when British supremacy 
on the seas was able to strangle German 
transoceanic trade and to divert 
all needed supplies to the allied coun- 
tries. Twenty-five years ago, Latin 
America prospered substantially by the 
demand for its raw materials at profit- 
able prices due to the enormous destruc- 
tion of supplies and the lack of normal 
production in the war-ridden countries. 
Will history repeat itself during this 
new European war? 

A study of conditions in 1914-18 leads 
to the conclusion that a long war would 
again bring prosperity to the Americas, 
and that the initial unfavorable reper- 
cussions will be less severe and of 
shorter duration than before. 


In 1939, international trade and for- 
eign exchange markets were much less 
vulnerable than in 1914, as the free flow 
of goods and payments of the earlier 
days had largely given way to directed 
trade and regulated currencies. At the 
outbreak of the world war, moratoria 
on debts and transfers were declared by 
the belligerent countries, and the com- 
plicated system of international trade, 
remittances, drafts, bills of exchange, 
etc., became completely and almost in- 
extricably tangled. 

With the now prevailing practice of 
stabilization funds and the immediate 
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By Frederick M. Stern 


Albert Graef, Inc., New York City 


establishment of foreign exchange con- 
trol by those belligerents, which did not 
already have it, the economic shock to- 
day should be much smaller than in 
1914. Less money will become frozen 
than twenty-five years ago, although 
most countries of Latin America have 
credit balances at Berlin as the result 
of incomplete barter deals. Germany 
has been an important purchaser of 
Latin American products taking in 1937, 
13.5 per cent of its wheat exports, 16.6 
per cent of its corn, 14.4 per cent of its 
coffee, 8.7 per cent of copper, 34.8 per 
cent of cotton, 33.3 per cent of wool, 
and 8.1 per cent of Chile’s nitrate. New 
outlets will now have to be found again 
for these items, if supplies can be pre- 
vented from reaching Germany as com- 
pletely as happened during the world 
war when Germany’s share of total Latin 
American exports dropped from 12.2 
per cent in 1913, and 8.4 per cent in 
1914, to 0.2 per cent in 1915. 

The adverse effects of the world war, 
however, were overcome in a year’s 
time. Chilean production of nitrate, 
for instance, had to be suspended almost 
entirely early in 1915 due to the loss 
of Central European markets and the 
lack of bottoms for transportation to 
other customers. By September, 1915, 
however, prices had more than recov- 
ered from the initial slump, and increas- 
ing requirements of the belligerents and 
the U. S. called for record shipments. 

While coffee was scarce and prices 
soared in New York, the market declined 
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in Rio de Janeiro from 8.82 cents per 
lb. for Rio No. 7 in July, 1914, to*6.31 
cents in December of that year. Soon, 
however, shipping was rerouted and 
U. S. tonnage calling at South Ameri- 
can ports increased from 192,479 in 
1914 to 945,353 in 1916 or almost 500 
per cent within two years. 

A similar development can be ex- 
pected today, particularly if American 
ships are to be kept out of belligerent 
waters and will therefore turn to other 
traffic lanes and non-contraband cargoes. 

The British Empire is more self- 
supporting now than it was a quarter 
of a century ago. Huge copper deposits 
have been developed in South Africa, 
to cite just one example. No doubt, at 
least for the first year of the conflict, 
purchases of raw materials can and will 
be confined as much as possible to the 
Dominions and colonies, where prices 
can be controlled. Should hostilities, 
however, be long protracted and more 
and more man-power be drawn from 
peace-time occupations to military serv- 
ice and munitions manufacture, the 
abundant supplies of North and South 
America will again be required in ever 
increasing quantities. The greater mech- 
anization of present armies calls for 
more materials, and the greater destruc- 
tiveness of modern warfare may demand 
larger replacements than now realized. 

Latin America is a very important 
factor in total world’s supplies. In 1937, 
it produced 6.8 per cent of the world’s 
wheat, 20 per cent of maize, 25.6 per 
cent of sugar, 88.1 per cent of coffee, 
31 per cent of cocoa, 21.4 per cent of 
copper, 8.8 per cent of cotton, 14.9 per 
cent of petroleum, 13.2 per cent of tin, 
15.9 per cent of wool, 42.7 per cent of 


silver, 7.2 per cent of gold, etc. Huge 
accumulations are available immedi- 
ately, and production can be stepped up 
rapidly when demand and prices justify. 

In 1914, the belief prevailed that hos- 
tilities would be of short duration, and 
the full impact of war orders did not 
occur until some time in 1915. The ex- 
perience of the world war taught the 
belligerents of 1939 to provide them- 
selves in advance with large reserves of 
primary supplies for the past several 
years, but these stocks, no doubt, will 
have to be maintained at ample levels 
during the continuation of the conflict. 
Therefore, South America should in 
short order find new outlets to replace 
its lost markets. 

The improvement in foreign exchange 
and gold holdings of Latin American 
countries was one of the most remark- 
able developments of the world war 
period. This is especially interesting to 
the external bondholders, because a 
repetition of this situation should prove 
very beneficial to them. The main diffi- 
culty of the debtor countries in recent 
years has been a lack of foreign ex- 
change for the maintenance of interest 
and amortization payments. A new de- 
mand and better prices may vastly 
ameliorate this prevailing shortage of 
foreign balances. Thus may be dupli- 
cated the world war experience when the 
rise of exports far outdistanced the rise 
of imports. Whereas Latin American 
exports in 1914 exceeded imports by 
only 376 million dollars, the surplus 
rose to 776 million dollars in 1915, and 
to 1,096 million dollars in 1919 when 
the post-war peak was reached. Imports 
to South America did not rise as much 
as exports owing to the difficulty of ob- 


FIGURE I 
IMPORTS AND EXPORTS—ALL LATIN AMERICA 


Imports 
$ 954,963,000 
887,822,000 
1,207,701,000 
1,390,579,000 
1,615,609,000 
2,014,259,000 


$1,331,296,000 
1,664,252,000 
1,889,714,000 
2,059,207,000 
2,413,235,000 
3,100,224,000 


Total Trade 
$2,286,259,000 
2,552,074,000 
3,097,415,000 
3,449,786,000 
4,028,844,000 
5,114,483,000 


Exports Surplus 


$ 376,333,000 
776,430,000 
682,013,000 
668,628,000 
797,626,000 

1,085,965,000 
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taining deliveries from the pre-war sup- 
pliers or even from the United States. 

In spite of the evident prosperity, 
most government budgets became heav- 
ily unbalanced due to the decline in 
revenues ordinarily derived from cus- 
toms’ duties. At that time, economists 
regarded this continuation of deficits as 
more serious than was justified in the 
light of later developments which 
proved that the large accretion of 
wealth strengthened the financial posi- 
tion of Latin America very substan- 
tially. Economies in administrative ex- 
penditures were almost automatically 
forced upon governments whose borrow- 
ing power had become curtailed when 
the London money market was closed 
to them. 

Prior to the large-scale flotations of 
foreign bonds in the 1920’s, New York 
had lent but little money to the South- 
ern Hemisphere, and British capital 
played the dominating role in Latin 
American financing. Therefore U. S. in- 
vestors of today have only the precedents 
of British loans to draw upon for a 
comparison with past performances. 

In 1914, South American bonds en- 
joyed a much higher market rating than 
in 1939. Fewer loans were outstand- 
ing, service requirements were smaller, 
and no wholesale defaults existed. Brazil 


FIGURE II 
PERCENTAGE OF TOTAL LATIN 
AMERICAN TRADE 


EXPORTS TO: 


United States 
ermany 


Great Britain 


y 
a 


ae | oe | 
. 31.8 
39.3 

< seek 4.1 
« sake 16.2 4.0 


IMPORTS FROM: 

. 24.1 23.3 8.3 
.. 27.0 24.1 6.6 
ooo 20.8 4.9 
-- 343 12.6 2.8 
. 36.1 12.2 3.5 


—_ 
) 
© 


we = ¢ 
Or Or 
ie.) 
cs 


% % % 


ae 
vo 


6.6 


—_ 
See 
~ 
@ 
~ 


had found itself obliged to pay interest 
for three years from August 1, 1914, 
to July 31, 1917, in funding bonds, but 
this funding loan ranged in 1914 be- 
tween a high of 10114 and a low of 95. 
This meant practically the equivalent of 
full service to the bondholders. The 
Brazilian 4 per cent loan of 1889 sold 
as high as 7714 and no lower than 67 
during 1914. It declined subsequently 
to a low of 43% in 1915 and reached 
again 6514 in 1919. Similar fluctua- 
tions took place in the loans of most 
other countries. 


Money conditions were, no doubt, 
more important influences on the gyra- 
tions of foreign bonds than today, when 
many South American loans have lost 
an investment rating due to their de- 
faults in recent years. Therefore, any 
improvement in the economic status of 
these countries similar to the 1914-18 
period may have very favorable effects 
on some bond prices which have sunk 
to such low levels as, in the case of do- 
mestic securities, would indicate a hope- 
less state of bankruptcy. 

It seems opportune to investigate the 
development of Latin American com- 
merce during the world war and imme- 
diately thereafter, as shown in the ac- 
companying table (Figure I). 

The experience of the World War 
leads to the belief that the United States 
will be the foremost beneficiary from 
the reshuffling of South American trade 
during the present conflict. Almost 
daily, our manufacturers are receiving 
from the Southern Hemisphere large 
inquiries and orders which have been 
diverted from the belligerents. Italy 
and Japan, as long as they remain neu- 
tral, may obtain some of this business. 
The bulk of the trade, however, is likely 
to flow to the United States, which is 
well equipped to handle these orders 
efficiently and promptly. 

It is interesting to compare the dis- 
tribution of Latin American trade in the 
years 1937-8 with 1913-1915. 

In 1938, the United States took about 
the same proportion (31 per cent) of 
Latin American exports as in 1913, 
whereas it had advanced in the mean- 
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FIGURE III 
VALUE OF FOREIGN TRADE 


Latin America’s 
Imports from U.S. 


$256,624,000 
351,942,000 
531,419,000 
734,292,000 
727,948,000 
987,590,000 
555,863,000 
504,500,000 


time its position as a source of supplies 
from about one-quarter to one-third of 
all imports. It appears from Table II 
that this gain was made almost entirely 
at the cost of Great Britain which sup- 
plied only about one-eighth of Latin 
America’s imports in 1938, compared 
with about one-quarter in 1914. The 
share of French trade, although rela- 
iively insignificant, was nearly halved. 
Germany practically regained her 1913 
position. 

Will 1939 and 1940 repeat the de- 
velopments of 1914 and 1915 when Ger- 
many’s share in Latin America’s total 
trade dropped from 14.2 per cent in 
1913 to 0.6 per cent in 1915? The 
United States’ share grew in the same 
period from 27.9 per cent to 39.9 per 
cent. Thus, the United States gained 
all but 1.6 per cent of Germany’s lost 
trade in two years. The percentage of 
total Latin American imports coming 
from the United States increased more 
rapidly than exports to the U. S., and 
yet the dollar volume of trade resulted 
every year in a larger balance of pay- 
ments in favor of Latin America. Our 
country, on an increasing scale, pur- 
chased more than it sold. 

This fact is of particular importance 
at the present time in view of the out- 
standing external indebtedness. A 
repetition of this experience should 
contribute substantially to the ameliora- 
tion of the foreign exchange shortages 
and to the alleviation of defaults on ex- 
ternal loans. 

Although U. S. trade with Latin 
America in 1938 was larger than in 
1914, the surplus of dollar exchange to 
the credit of Latin America was smaller 


Latin America’s 
Exports to U.S. 
$ 505,276,000 

653,017,000 
845,887,000 
1,051,677,000 
1,127,886,000 
1,345,134,000 
744,417,000 
554,200,000 


Excess of 
L. A. Exports 
$248,652,000 
301,075,000 
314,468,000 
317,385,000 
399,938,000 
357,544,000 
188,554,000 
49,700,000 


(see Table III). A development, there- 
fore, similar to 1914-1919, would be 
doubly helpful at this time. 

In view of the large increase of 
Latin American trade during the world 
war, it is interesting to note that this 
business expanded in direct proportion 
to the total trade of the United States. 
Latin American commerce, however, 
still remained at about 4 per cent of our 
total foreign trade. 

What can the nations south of the 
Rio Grande sell to the United States? 

In 1937, we took 20.7 per cent of 
maize exports, 49.4 of sugar, 56.7 of 
coffee, 41 of nitrate, 37.4 of copper, 
32.1 of wool. A business revival here 
and growing demand for manufactured 
goods will require larger quantities of 
raw materials. 

In addition to the above mentioned 
products, we are substantial importers 
of tin, antimony, tungsten, bismuth, 
vanadium, platinum, manganese, mica, 
lead, zinc, rubber, kapok, hemp, cin- 
chona (the base of quinine), linseed, 
palmoils, jute, spices, hardwoods, etc. 
All of these items can be obtained from 
our sister republics. 

Increased commodity prices will 
probably be even more beneficial than 
any assistance which may be rendered 
through credits and loans of gold from 
the Export-Import Bank of Washing- 
ton and other Government or private 
agencies. 

(Note: In the second part of this article. 
which will appear in the March issue of 
Tue Banxers Macazine, Mr. Stern con- 
tinues his analysis of Latin American trade 
prospects, and outlines the credit and finan- 


cial situation of the various Latin Ameri- 
can countries.) 
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Selecting 


Bank Personnel 


HE more general personnel prob- 

lems of banks fall quite naturally 

into two major groups—those per- 
taining to the selection of employes, 
and those relating to employ manage- 
ment. Of the problems of selection, 
three are considered worthy of mention 
here. 

The first is the securing of complete 
and accurate information about appli- 
cants for positions. It is of primary 
importance that banks have a detailed 
picture of the history and background 
of every person they employ. Undoubt- 
edly, the best method of securing such 
information is through the use of a well- 
constructed application form which will 
present the necessary facts in a concise 
and orderly manner. Most of the larger 
banks have excellent forms. Far too 
many of the medium sized and smaller 
ones, however, depend upon fragmentary 
information from inadequate application 
blanks or from letters of application 
supplemented by personal interviews 
and a few recommendations. Perhaps 


In the accompanying article, 
which comprised a portion of 
his recent address before the 
Texas Personnel Conference, 
Mr. Cory outlines the essential 
considerations in selecting bank 
employes. In the March issue 
of THE BANKERS MAGA- 
ZINE, the author will discuss 
the operating phases of bank 
personnel work. 


By Harold A. Cory 


Personnel Officer 
Farm Credit Administration of 
Houston, Texas 


some organization of bankers could ren- 
der a real service by having a commit- 
tee, aided by a capable personnel man, 
develop a good application form which 
is specially designed to meet the needs 
of banking institutions. 


Application Form 


The application form used by the 
Farm Credit Administration of Houston 
is in two parts. A routine, unsolicited 
applicant is provided with only the first 
portion, which gives us a rather com- 
plete picture of his general background. 
This first form is printed on both sides 
of the sheet, and contains twenty-three 
questions—the face, containing nineteen 
questions, is illustrated in Figure I. The 
reverse side contains space for the ap- 
plicant to list previous employment rec- 
ord (dates employed, name of employer, 
kind of business, salary received, posi- 
tion held, description of duties, reasons 
for leaving); space for listing educa- 
tional record (ages entered and left, 
name and location of school, grade com- 
pleted, year graduated, subjects special- 
ized in and degrees obtained); space 
for listing specialized skills (giving 
years’ experience, and speed wherever 
possible, in: typing, dictation, dicta- 
phone, bookkeeping, accounting, book- 
keeping machine, tabulating equipment, 
filing, calculating machine, comp- 
tometer, and other). Space is also pro- 
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vided for the interviewer to code his 
impressions of the applicant after talk- 
ing with him or her. The qualities 
covered are: neatness, personal appear- 
ance, health, voice, complexion, enuncia- 
tion, language (choice of words), at- 
titude and manner, poise, alertness, and 
answers (the ability to answer questions 
clearly and concisely). 

If the negotiations reach a more ad- 
vanced stage, the applicant is requested 
to supply the information on the second 
application form (see Figure II), which 
vives a more intimate knowledge of the 
person. 


Interviewing Applicants 


The second personnel problem relates 
to the actual interviewing of applicants 
‘or positions. Bankers, perhaps more 
ian many types of business men, real- 
ive the necessity for maintaining good 
will throughout the community. Con- 
sequently, whenever any substantial citi- 
ven sends his new son-in-law or his 
cousin’s boy from Iowa in for a job, 
the president, or some other senior offi- 
cer, usually has to stop his work and 
interview the applicant. From the stand- 
point of good selection, such interviews 
are often of little value. These officers, 
who rightly are primarily interested in 
loans and new accounts, cannot be ex- 
pected to take the time necessary to 
fully appraise the applicant’s capabil- 
ities. Nor is it likely that these officers 
give the matter sufficient study and 
thought to enable them to develop an 
interviewing technique which will dis- 
close the maximum amount of informa- 
tion about the prospective employe. It 
is easy, therefore, to see how operating 
officers might be deceived by otherwise 
incompetent persons who are aggressive 
in selling their services, and how, on 
the other hand, promising material 
might be overlooked. 

There is a growing tendency on the 
part of banks to delegate the duty of 
interviewing applicants to one officer, 
which is a positive step in the right di- 
rection. However, if this officer is a 
senior officer, the interview becomes an 
expensive gesture. It is probable that 
better results would be obtained if banks 
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generally relieved their senior officers 
of the routine interviewing of unsoli- 
cited applicants and assigned this re- 
sponsibility to specially trained junior 
officers who could lend to the occasion 
the prestige which is demanded and at 
the same time leave the senior men free 
for weightier matters. The final inter- 
view before employment should be con- 
ducted, of course, by the senior officer 
directly responsible for the personnel. 


Testing Program 


In connection with employment tests 
we find the third problem of selection. 
It appears that commercial banks are 
making little, if any, use of tests in 
choosing their employes. I do find, 
however, an awakening interest in the 
subject. A few days ago the personnel 
officer of one of the largest banks in our 
state showed me a supply of mental 
alertness tests which he plans to utilize 
in choosing junior employes. 

There are two reasons why tests prob- 
ably could be used more readily in aid- 
ing in the selection of employes for 
banking institutions than for many other 
types of business organizations. First, 
except for the higher positions, the ma- 
jority of bank employes perform duties 
which are predominately of a clerical 
nature. The second reason supplements 
the first: as a whole, banks adhere to 
a well-established policy of bringing in 
new employes only on the lower jobs 
—messengers and posting machine op- 
erators—with the result that during the 
first few years of their service almost 
everyone passes through the same posi- 
tions until they reach the point where 
they are allowed to enter some special- 
ized phase of the work. Therefore, we 
may conclude that generally the same 
underlying natural abilities and the 
same minimum of mental alertness 
should be sought in selecting practically 
all bank employes. This presents a far 
easier testing job than if part of the 
employes were truck drivers, part ac- 
countants, and others salesmen. 

There are numerous tests available, 
but, generally speaking, a very simple 
testing program would meet the require- 
ments. of banks. In judging applicants 
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FIGURE I 


FARM CREDIT ADMINISTRATION OF HOUSTON 
CONFIDENTIAL APPLICATION FOR EMPLOYMENT 


Please answer every question completely and accurately in your own handwriting, 
using additional sheets of paper if necessary. This application is not only a factor 
in considering you for employment, but it is kept as a permanent record if you are 
employed. Please fill it out with this in mind. 


Py ONE SNL o 50 Uadhs oleae vbcrees wed ae 2. Maiden name 
3. Address 


6. Birthplace 
. DESCRIPTION 9. MARITAL STATUS 


Female Married 

Height Widowed 

Weight Divorced 
Separated 


10. DEPENDENTS 3 11. PHYSICAL DEFECTS 


Wife or Husband 
Children ..... iwicisibreitvale Sidine ere iw eal otal . Hearing 
Parents 
Others 
DESCRIBE: 


. If you are related by blood or marriage to anyone who is an officer or employee 
of any bank, corporation, or association under the supervision of the Farm 
Credit Administration, fill in the form below. 


NAME RELATIONSHIP WHERE EMPLOYED 





. How much time have you lost through illness in the past two years? 


, REFERENCES: Give four ani references (not relatives or former em- 
ployers), who have knowledge of your character and ability. 


ADDRESS BUSINESS OR OCCUPATION 


1 certify that the information given in this application and on any sheets or forms 

which I may attach is true and correct to the best of my knowledge and belief. 

(Applications are thoroughly investigated. Any material misstatement is sufficient 

cause for rejection of application or dismissal after appointment.) 

ME oo wish wlace cioioa he nwo aware Cueelal gar’ 

GA 317 (a) (Signature of Applicant) 
(Over) 
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FIGURE II 


24. Give title, date and rating received on any U. S. Civil Service examination you 
have taken in recemt years 


If you have had military or aa service, indicate: 
(a) Branch of, service (b) Highest rank attained 
(c) Date enlisted (d) Date discharged 
27. If you receive any pension or other benefit (exclusive of Adjusted Service 
Certificate) for military or naval service, give details 
. Date of last physical examination 
Result Present health 
. Number of years lived on farm Small town City Preference 
. Indicate what extra curricular activities you participated in, offices you held, 
and honors you received in high school or college 


. If you are an officer or director of any bank or other lending corporation, give 
your title and the name and address of the institution 

. If you are a stockholder in any bank or other lending corporation, give the 
name e and address of the institution 


. Give name of any employee of a unit of the Farm Credit Administration who 
lives in the same house with you 

. Do you own real estate? .......... Value $ 

. If you have any income in addition to your regular salary, state the approxi- 
mate amount per year and the source 

. Give the name of any bank or loan company to which you are indebted and the 
approximate amount of the debt 

. If there is now any unsatisfied judgment « on record against you, state amount, 
nature of judgment, name of judgment creditor, and reasons for non-payment 


. If you or any member of your family is a borrower or owner of property on 
which there is a loan obtained from or through any agency under the supervision 
of the Farm Credit Administration, state the name and relationship of borrower 
and location of the agency 


cetheadioes or tg Paes oy 

. If you have been arrested, indicted, or convicted for a violation of law other 
than a minor traffic violation, or finally adjudged liable in damages in any civil 
proceedings for fraud, state name of court, nature and disposition of the case 


. If you are a member of the bar, certified public accountant, or licensed member 
of some other profession, give details 

. What actual experience have you had in making, collecting, or handling account- 
ing records far farm loans? (Explain fully) 


. Describe your experience in making loans or effecting collections in lines other 
than agricultural credit 


. What experience have you had in office management and in the supervision of 
employees? 

. If you now hold any elective or appointive Federal, State, or Municipal office, 
give details 

° Who recommended that you place your application here, or why did you select 


Telephone 
Telephone 


(Signature of Applicant) 
317 (b) 
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Always a sound 
investment LEARNING 
ANOTHER LANGUAGE 


The Berlitz Method, starting with con- 
versation from your first lesson, gives 
you a working knowledge of your new 
language in the shortest possible time. 
You learn to speak, read and write like 
a native. 


Commercial courses for advanced stu- 
dents. Private or class instruction. Day 
or evening. Native teachers. Send for 
catalog. 


Free Demonstration Lesson 


BERLIT SCHOOL OF 


LANGUAGES 

630 Fifth Ave. 

International Bldg., Rockefeller Center 
6 Court Street 


Baltimore Life Building 

...30 North Michigan Avenue 

CLEVELAND. Leader Building 
DeEtroIT ey Building 
PHILADELPHIA S. 15th Street 


PITTSBURGH .... Grant Building 
WASHINGTON 1115 Connecticut Avenue 


as to clerical fitness, a good mental 
alertness test, possibly supplemented by 
an aptitude test, should suffice. In se- 
lecting typists and stenographers, a per- 
formance test involving the actual use 
of the typewriter and shorthand would 
be valuable. 

We have found our Farm Credit Ad- 
ministration testing program to be of 
real assistance in selection. We use a 
specially constructed twenty-minute 
clerical test, which aids us in apprais- 
ing applicants’ mental alertness and 
clerical aptitude. We also administer a 
ten-minute typing speed test, a twenty- 
minute test in rough draft statement 
work, and a dictation and transcription 
test. Chosen applicants are given these 
tests in groups of from fifteen to twenty- 
five. 

Limitatioas of Tests 


Please understand that I do not advo- 
cate the wholesale adoption of tests by 
all banks. It is probable that only in 
the larger institutions enough appoint- 
ments are made to make their use prac- 
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ticable. Also, caution must be exercised 
in accepting and interpreting the re- 
sults. Tests are still in an imperfect 
stage and it is their best friends who 
make the most conservative statements 
as to their effectivenes. Remember that 
tests can measure only certain things 
—that no tests have been devised which 
can evaluate such essentials as honesty, 
judgment, initiative, imagination, and 
so on. 

Test scores are only indicators, and 
the employing officer must not focus his 
attention on them so completely that he 
passes over other significant evidence. 
This is illustrated by an incident whicl. 
occurred about three years ago. I was 
preparing to test a group, and I noticec 
that shortly before the papers were dis 
tributed one of the girls stepped outside 
the door of the room and took a long 
drink out of her flask. She made : 
grade which ordinarily would have iden 
tified her as a splendid stenographi: 
prospect, but we rejected her on the 
ground that she might not always havs 
on hand sufficient fuel to maintain the 
high standard she had set. 

(Nore: In the conclusion of this article 
in the March issue of THE BanKers MaGa- 
zinE, Mr. Cory discusses the operating phase 
of bank personnel work, stressing periodic 


service ratings, salary control, job classifica- 
tion, etc.) 
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WHAT SMALL BUSINESS NEEDS 


Wnuat this clamor over the credit 
needs of small business is talking about 


is risk capital, not credit. Time was 
when the smaller business man could 
get capital. But regulation of the Se- 
curities and Exchange Commission 
make the issuance of securities by mod- 
erate sized business prohibitively costly 
and high taxes and anti-business policies 
have discouraged individual investors 
from taking risks. I venture to say that 
those who have capital to invest are in- 
vesting it in the safest and surest invest- 
ments they can find and will continue 
to do so until a period of encourage- 
ment to capital returns.—Philip A. Ben- 
son, President, The Dime Savings Banl. 
of Brooklyn, New York. 
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IN WASHINGTON 


By Our WasHINGTON CORRESPONDENT 


4 S Congressional leaders slip the 
‘A lever of law-making into second 
~~~ gear, banking’s part seems, for the 
moment, that of a slightly worried 
passenger. On the one hand, because 
of political implications or the fear of 
political repercussions, banking may es- 
cape new legal bumps. At the same 
tine, the concerned banker has reason 
to fear involvements overseas with the 
teidency, which then always develops 
toward restrictions on capital. And 
there is some small fear over taxes, 
which are coupled with national defense 
needs. 

However, on the whole, banking need 
not be unduly alarmed over the Con- 
gressional legislative machine as _ it 
gathers momentum in the last half of 
January. On the basis of past experi- 
ence, the road ahead is expected to grow 
rougher rather than smoother, for it is 
something of a political axiom that it 
is much safer to legislate against bank- 
ing than for banking—there are com- 
paratively few bankers and they are not 
well organized into pressure groups. 


Supervisory Agency Problems 


For the present, the supervisory agen- 
cies of the Government continue to 
present the chief concern for bankers 
in Washington. For example: What 
does it mean for the country banker 
and for holders of securities, that the 
Department of Agriculture has assumed 
control of the Farm Credit Administra- 
tion? And now that stamps issued by 
the Federal Surplus Commodities Cor- 
poration have proved successful in the 
case of certain foods, will they not be 
as useful in the disposal of cotton 
goods? And will banks care to have 
more unprofitable accounts in favor of 


the Government in the handling of these 
stamps? 

To turn toward the other agencies 
which impinge on banking, will the Fed- 
eral Home Loan Bank Board find a 
happy medium of compromise in press- 
ing forward its legislative program rela- 
tive to its chartered Federal Savings and 
Loan associations? And the Securities 
and Exchange Commission—will it 
prove successful as a final authority in 
defining all the terms of trust indentures 
as prescribed by the recently passed act? 

Then there is the now celebrated case 
which involves differences between the 
Treasury Department and the fourth 
largest bank in the United States—the 
Bank of America, N. T. & S. A. Will 
this be settled without creating new eco- 
nomic catastrophes? Then there are 
such ever-present problems as excess re- 
serves, new appointees to high offices 
as, for example, the chairmanships of 
the Federal Deposit Insurance Corpora- 
tion and the Federal Reserve Board? 


“Only in certain broad as- 
pects does the present ‘‘con- 
servative’’ trend aid banking. 
To see that Washington aids 
private banking in its relation 
to the public is the task of in- 
fluential bankers. This means 
aggressive leadership. It may 
mean clarification of present 
laws to exclude banking pro- 
cesses as being already well 
supervised. It should also mean 
the repeal of several ‘‘emer- 
gency’’ banking laws which can 
easily be held as a club over 
banks.’’ 
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Because personalities make. policies, 
will changes bring new problems? 

These highlights do not take into con- 
sideration the continuing investigations 
now playing to partially filled commit- 
tee rooms in the Capitol. There is the 
investigation of the Nationa! Labor Re- 
lations Board, for example. Banking 
has an unknown stake in the rulings of 
that body and its personnel. As has 
been high-lighted in these pages, at least 
one bank has been formally declared 
to be “under” the NLRB. 

The Temporary National Economic 
Committee has been looking into some 
phases of investment banking and has 
made references to the practices of large 
banks. It did not outrightly condemn 
the efforts of the banks but neither did 
the TNEC praise. It questioned. 


Legislative Possibilities 


Turning to the legislative possibilities 
of this Congress it is found that several 
ardent Administration officials expect to 
force through legislation which is cer- 
tain to involve banking credit practices. 
Senator James Mead, New York, is 
rallying support for his measure which 
would create, under the Federal Reserve 
Board, the Industrial Credit Corpora- 
tion. He has the testimony of chairman 
of the Securities and Exchange Commis- 


‘‘In the broad picture now 
being painted in Washington, 
the colors are not so somber as 
in previous years. As Senator 
Wagner has said, ‘‘this is sup- 
posed to be a conservative year.’’ 


Unfortunately, this does not 
mean that bankers can relax. 
While new restrictive laws may 
not be immediately passed, pres- 
ent statutes are enforceable. For 
example, the NLRB, regardless 
of its policies in policing indus- 
trial contests, definitely holds 
that it must, sooner or later, 
police bank employes who may 
wish to organize.’’ 


sion, Jerome Frank. Chairman Frank 
again urged enactment of such legisla- 
tion before a sub-committee on appro- 
priations, and his comments have now 
been released. 

Senator Mead also claims the support 
of many bankers but, at the same time, 
he disputes the analysis of surveys such 
as the Junior Chamber of Commerce 
and the Superintendent of Banks of 
New York State. The Senator has 
praised the publication of loans made 
by organized banking but declares that 
still more loans would be made under 
his bill and bankers would like to make 
them. 

Always of potential importance is the 
projected study of monetary and bank- 
ing problems. The Senate Banking and 
Currency Committee is authorized to 
make such a study under the Wagner 
Resolution. Just how far the commitize 
will go, is still a subject of speculation. 
As this is written, the committee has 
discussed the matter in executive 
session. There were no protests agaiist 
proceeding according to the Resoluticn. 
At the same time, it seems likely that 
the Senators do not want their com- 
mittee used as a sounding board for the 
preaching of new money gospels or 
strange economic ideas. If it is de- 
cided to ask all interested in such a 
study to file statements or briefs, it may 
then be possible to avoid public hear- 
ings until next year. 


FCA Differences 


Of immediate concern to all holders 
of farm credit securities—such as land 
bank paper—is the protest of Forest 
F. Hill resigned Governor. Secretary 
of Agriculture Wallace secured the con- 
sent of President Roosevelt to the nam- 
ing of Albert G. Black and has an- 
nounced that he will be personally re- 
sponsible to him in the matter of policy. 
It is feared that the codrdination of 
activities of the FCA with the relief 
policies of the Department, may bring 
about some “softening” in this security 
market. As Governor Hill resigned he 
raised the point—of psychological value 
as well as economic—as to how one arm 
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THE CHASE 
NATIONAL BANK 


OF THE CITY OF NEW YORK 


Statement of Condition, December 30, 1939 


RESOURCES 


CasH AND Dug FROM BANKS .......... . « $1,293,142,974.89 
BuLtion ABROAD AND IN TRANSIT ......... 1,531,789.02 
U. S. GoveRNMENT OBLIGATIONS, DIRECT AND FULLY 

GUARANTEED tee tte ; Enron ataah tin dat apse wae a 820,169,815.83 
STATE AND MUNICIPAL eniesiieen Cr Yo) tela oltce, ih lea ase 115,818,216.32 
StocK oF Feperat Reserve BANK ......... 6,016,200.00 
OTHER SECURITIES . . . Ny Mts Soaked ue as 135,271,736.00 
Loans, DiscouNTsS AND a Sicsiianiniiain a 636,176,032.45 
UTI he ee ee et ey Bs 33,230,012.74 
RE) a i ee ae 8,203,128.99 
Mortcacrs . . sii ee ee ee ee ae 10,423,953.28 
CUSTOMERS’ didiiaboaee hisaniee aa gh tan lee, Cn geha ae ES xo 17,688,487 .54 
ee a ae ea ‘ ae 8,146,711.44 


$3,085,819,058.50 


LIABILITIES 
CapitaL Funps: 


Capirat, STOCKH . . «. « « « « « » $200;270,00000 


SURPLUS teva Sanctl- SSeGar dae tna hice 100,270,000.00 
Unpivipep ProFITS . . . Brie ven 6 33,021,785.02 


$ 233,561,785.02 
DIviwenD PAYABLE FesruaRy 1, 1940 ........ 5,180,000.00 


RESERVE FOR CONTINGENCIES . .......24244.6. 15,314,589.22 
RESERVE FOR TAXES, INTEREST, ETC.. . . ...-... 1,850,485.58 
I eae ge eee my: a ey wee 4 de, me se 
ACCEPTANCES OUTSTANDING . . . ; i: DAO 19,884,330.28 
LIABILITY AS ENDORSER ON Sade AND Sena BILLs 1,570,723.08 
PE SAMMUT, Sas oh Soc. SER we we BE aS 4,726,819.01 


$3,085,819,058.50 


United States Government and other securities carried at $104,897,563.40 are pledged to secure 
public and trust deposits and for other purposes as required or permitted by law. 


Member Federal Deposit Insurance Corporation 
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ot the Department could make grants 
to the farmers and another arm insist 
that the farmers pay back money owed? 

Mr. Hill drew a parallel between the 
activities of his agency and those of the 
Federal Reserve Board and the Fed- 
eral Deposit Insurance Corporation. He 
said, in effect, “Congress has wisely 
made such banking agencies independ- 
ent. It also designed that this banking 
agency be independent.” 

It is not, however, expected that there 
will be a sudden change at the Farm 
Credit Administration as a result of the 
announced differences. Changes of this 
kind are generally gradual. Secretary 
Wallace merely says there will be 
“closer integration.” Will this mean a 
lessening of conservative policies which 
have been in force? 


Resignations 


The resignation of “Johnny” Hanes, 
at the close of the year, removed from 
the councils of the Treasury Depart- 
ment a friend of good banking. An 
aggressive Undersecretary, he was re- 
spected and admired. 

The announced resignation of Leo T. 


Crowley from the chairmanship of the 
FDIC while not, as this writing effec- 


tive, has stirred much _ speculation. 
There szems to be considerable cam- 
paigning going on in behalf of favorite 
candidates. The old question of big 
bank versus little bank, is a part of the 
speculation. The likelihood of enlarg- 
ing the Board of the FDIC is also talked 
of, coupled with the possibility that 
Henry Steagall may wish to leave the 
chairmanship of the House Banking 
Committee for a quieter place which 
also offers a longer tenure of office. 


Aggressive Leadership Needed 


In the broad picture now being 
painted in Washington, the colors are 
not so somber as in previous years. As 
Senator Wagner has said “this is sup- 
posed to be a conservative year.” Un- 
fortunately, this does not mean that 
bankers can relax. While new restric- 
tive laws may not be immediately 
passed, present statutes are enforceable. 
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For example, the NLRB, regardless of 
its policies in policing industrial con- 
tests, definitely holds that it must, 
sooner or later, police bank employes 
who may wish to organize. 

The Fair Labor Standards Act is not 
now being used as a club, yet its pro- 
visions are rigid and, unless some high 
court is asked to determine if banks are 
to be subject to its jurisdiction, the Ad- 
ministrator of the Act will watch for 
possible violations involving bank em- 
ployer and bank employe. 

Only in certain broad aspects does the 
present “conservative” trend aid bank- 
ing. To see that Washington phi- 
losophy aids private banking in its re- 
lation to the public is the task of influ- 
ential bankers. This means aggressive 
leadership. It may mean clarification 
of present laws to exclude banking 
processes as being already well super- 
vised. It should also mean the repeal 
of several “emergency” banking laws 
which can easily be held as a club over 
banks. 
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GOVERNMENTAL ECONOMIC 
PLANNING 


GOVERNMENTAL economic planning is 
back seat driving by a man who doesn't 
know how to drive and who, except in 
war time, doesn’t know where he wants 
to go. It is, moreover, back seat driv- 
ing by a man who makes a very heavy 
charge for his services at the expense of 
the chauffeur’s wages, and who _in- 
creases these heavy charges month after 
month. As the chauffeur’s wages prove 
inadequate to support the governmental 
back seat driver a mortgage is placed 
on the car and inroads are made on the 
gas and oil of the automobile. Dam- 
aged fenders are left untouched. The 
automobile begins to miss its periodic 
overhauling. Cylinders accumulate 
carbon and don’t all work. The ma- 
chine slows down and, the chauffeur 
grows jittery.—Benjamin M. Anderson, 
Jr., Professor of Economics, University 
of California, and Consulting Econ- 
omist, Capital Research Company, Los 
Angeles. 
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ON THE WEST COAST 


By JoHn FaRNHAM 


S this is the time of the year for a 
fetta of the past 12-month 

period and for a look at the year to 
come and, in the case of bankers, for 
ai examination of year-end statements 
0! condition, this department will join 
in looking at the record. To do this a 
comparison is presented of deposit !and 
loan figures of the 20 largest banks in 
the seven States of Arizona, California, 
Idaho, Nevada, Oregon, Utah and Wash- 
ington. Together, because of the in- 
clusion of all the principal branch bank 
systems, these 20 banks blanket the 
territory of these seven states and hence, 
together, can be considered representa- 
tive of what has been, and is, going on 
in far West banking. A comparison of 
the 1935-year-end with that of 1939 is 
taken rather than the customary one- 
year or ten-year comparative period, 
because, to a great degree, the year 1935 
marked an end, and the year 1936 a 
beginning of certain rather definite 
phases of American economy. 


Start of ‘‘Managed Economy’’ 


The year 1936, for example, saw the 
creation of the National Labor Rela- 
tions and the Social Security boards 
and the acceptance by the country of 
the permanence of the Works Progress 
Administration, which last, previously, 
had been recognized as a more or less 
temporary and hit-or-miss affair. Also, 
1936 marked the inception of the spend- 
lend policy as a permanent function of 
Government. Prior to 1936, the Gov- 
ernment’s policy had been haphazardly 
inflationary; beginning with 1936 the 
orientation changed to one of planned 
inflation. That is, prior to 1936, the 
Government “primed the pump,” but 
with 1936, though the pump was still a 
subject of conversation, Government 
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spending really was not expected to 
cease when the priming was complete. 
Instead it was expected to continue, in 
one way or another, as a permanent 
force—a new national industry, if you 
will—designed to rise and fall in in- 
verse ratio to the general level of na- 
tional industrial activity. In other 
words, beginning with 1936, we adopted 
a “managed economy,” which probably 
three-fourths of us approve (though we 
may curse the management) and began, 
as a natural consequence, the creation 
of a proletariat-peasant class—a perm- 
anently submerged group—which most 
of us don’t approve, but which we are 
unwilling to do anything about, for to 
get rid of the latter we must also aban- 
don the former. 

Thus it is that, although most West- 
ern bankers dislike the Works Progress 
Administration and its implications, 
they do not dislike it enough to be rid 
of it at the expense of giving up the 
support of Reconstruction Finance 
Corporation capital and Federal De- 
posit Insurance Corporation protection. 
Again they detest “Labor” and the im- 
plications inherent in the industrial 
collective union, but their detestation is 
not strong enough to lead them to be 
rid of it at the cost of giving up pro- 
tection for sugar, or silver, or wheat, 
or many another thing. They accept, 
to be frank, the evil involved in sub- 
merging perhaps a third of the popula- 
tion into an anomalous serfdom in which 
the wage-earning individual is liege to 
the labor baron, the Social Security 
bureaucrat and the Works Progress 
social-worker in return for the boon of 
the protections of a managed economy 
—a planned society. 


All this—the resignation to the evils 
of “planning” and the acceptance of 
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the good—coalesced into a permanent 
national philosophy with the year 1936. 
Hence with that year banking began a 
new era, just as it ended an era—the 
“New Era,” you will remember—in 
1929. The years between, 1930-1935, 
were years of transition, of experiment 
and of expediency. But since 1935 
banking has been operating from a new 
base, even though it may not realize it, 
created by a paternal Government. The 
new orientation has meant that many 
an old tool has had to be discarded and 
many a new one discovered. The accom- 
panying tabulation of the 20 largest 
Western banks indicates that Western 
bankers are fast finding and learning to 
usc these new tools. This shows plainly 
in the loan figures. At the end of 1935, 
th banks listed here, for example, were 
lending $1,320,151,000 or 39 per cent 
of their deposits. Now they are lending 
$1.695,963,000, equal to 40 per cent of 
their deposits. This, considering that 
the record of the nation’s banks, taken 
as a group differs sharply, is startlingly 
significant. The West is a young coun- 
try. Its economy is essentially a simple 
one. As a result it is natural that the 
effects of the changing national sociv- 
economic philosophy should be first felt 
in the West. Also, because Western 
bankers are less hampered by the tradi- 
tions of classic banking than are those 
in other parts of the country, it follows 
that they have been the first to accept. 
perhaps subconsciously, the changes 
which “planning” has wrought and have 
been the first to discover and utilize 
the new tools available to American 
banking. Because of this last, both loan 
totals and loan ratios have increased 


since the end of 1935. 
Real Estate Financing 


The case of real estate financing is 
perhaps the simplest example of how 
“planning” destroys old tools and 
creates new ones and of how Western 
banks have discarded the old and 
learned to use the new. As in the case 
of many other things there was a boom 
in $6,000-$15,000 housing units in 
many Western communities prior to 


1930. Many of these homes were over- 
financed and held in weak hands. With 
the deflation of 1930-1932 many houses, 
lost to their original owners, came on 
the market and, as more and more 
seemed likely to follow them, real 
estate prices showed sharp declines. In 
the normal course of events this decline 
would have been its own cure. Prob- 
ably by the end of 1933 real estate 
would have stabilized at a price level 
perhaps fifty per cent of that of 1929 
and then would have rallied as those 
persons with capital and credit remain- 
ing to them stepped into the market for 
houses. But, before this could happen, 
the Home Owners Loan Corporation 
appeared as an adjunct of “national 
planning” and forestalled foreclosures 
and thus checked the decline in real 
estate values. Also, incidentally, it de- 
stroyed the old banking tool of real 
estate finance. 

However, a new tool soon came to 
replace it in the Federal Housing Act 
designed to supply new homes to those 
who would have bought old ones had 
the Home Owners Loan Corporation 
not stepped in to artificially support the 
market. This new tool was not attrac- 
tive to Western bankers any more than 
it was to bankers elsewhere. No one 
wanted to use it, but by 1935 a few had 
begun to handle it gingerly. Beginning 


‘“‘The accompanying tabula- 
tion of the twenty largest West- 
ern banks indicates that Western 
bankers are fast finding and 
learning to use these new tools. 
This shows plainly in the loan 
figures. At the end of 1935, the 
banks listed here, for example, 
were lending $1,320,151,000, or 
39 per cent of their deposits. 
Now they are lending $1,695,- 
963,000, equal to 40 per cent of 
their deposits. This, considering 
that the record of the nation’s 
banks, taken as a group differs 
sharply, is startlingly signifi- 
cant.”’ 
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‘The West is a young coun- 
try. Its economy is essentially 
a simple one. As a result it is 
natural that the effects of the 
changing national soci0o-econ- 
omic philosophy should be first 
felt in the West. Also, because 
Western bankers are less ham- 
pered by the traditions of classic 
banking than are those in other 
parts of the country, it follows 
that they have been the first to 
accept, perhaps subconsciously, 
the changes which ‘planning’ 
has wrought and have been the 
first to discover and utilize the 
new tools available to American 
banking.’’ 


with 1936, they began active experi- 
mentation and soon its use became a 
general and normal function of Western 
banking. Many a banker does not like 
it, but it is valuable as a loan pouch 
filler and few expect to discard it. Thus 
“planning” has destroyed an old tool 
and created a new one. Which is the 
better doesn’t matter, for the one has 
gone and the other is here. 


Capital Financing 


The effects of “planning” on capital 
financing is another similar example. 
The Securities and Exchange Act de- 
stroyed a large section of Western in- 
vestment banking and hence, for banks, 


a lucrative loan source. But then to 
replace it came the Reconstruction 
Finance Corporation’s under-writing 
program, through which a bank can 
originate a piece of medium term 
financing and then hand back a large 
proportion to the Government agency to 
carry or guarantee. It’s a new tool and 
not a particularly orthodox one, but its 
use helps to put deposit money to work 
and increasingly Western banks are em- 
ploying it, as they are many another 
instrument created by “planning” in 
the new, managed, post-1935 world. 
But they have not confined themselves 
to new Government-made tools alone. 
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Particularly in the field of direct con- 
sumer finance they have fashioned many 
with their own hands. Although bank 
consumer financing was pioneered by 
Western banks twenty years ago, it was 
not generally accepted, or at least not 
actively pushed, by most Western bank- 
ers until, again the fatal year, 1936. In 
that year many a Western banker de- 
cided to employ a tenth, sometimes a 
larger portion, of his deposit lines in 
credits on consumer goods as a per- 
manent banking function and the day is 
now fast approaching when the “finance 
company” will no longer have a place 
in the Western States. 


Money Can Be Loaned 


Other than these, more or less gen- 
eral, new tools, many individual banks 
have developed specialized ones for 
their own particular purposes. As they 
become more adept in the art of bank- 
ing under a managed economy, and 
daily they are becoming more adept, it 
can be expected that Western bank loan 
ratios will continue to rise. It is im- 
possible to say, of course, where all 
this will lead in the end, but so long as 
planning and protection remain fuic- 
tions of Government it would seem tliat 
the West has discovered the tools that 
banking must use. If that is true, the 
East may yet come to the newest part of 
America to learn its banking. Either 
because of greater imagination, or in- 
itiative, or realism, Western bankers 
seem to have learned that, despite asser- 
tions to the contrary, money can be 
loaned these days if one has the will to 
lend it. 
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PERSONAL LOAN LOSSES 


PERSONAL loan losses of commercial 
banks generally have been less than 
one-fourth of one per cent of the total 
volume. It seems to me that this is 
unusually low and that our business 
would be healthier and that we would 
be rendering a greater public service if 
the losses were nearer one-half of one 
per cent of the total volume.—Kenton 
R. Cravens, Vice-President, The Cleve- 
land Trust Company, Cleveland, Ohio. 
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THE NATIONAL CITY BANK 


Head Office - 55 WALL STREET + New York 


Condensed Statement of Condition as of December 31, 1939 
INCLUDING DOMESTIC AND FOREIGN BRANCHES 


ASSETS 

Cash and Due from Banks and Bankers 

Gold Abroad or in Transit 

United States Government Obligations (Direct or Fully 
Guaranteed) 

Obligations of Other Federal Agencies 

State and Municipal Securities 

Other Securities 

Loans, Discounts and Bankers’ Acceptances 

Real Estate Loans and Securities 

Customers’ Liability for Acceptances 

Stock in Federal Reserve Bank 

Ownership of International Banking Corporation 
(Including Paris Office) 

Bank Premises 


Deposits 
Liability on Acceptances and Bills. ... $28,727,596.58 
Less: Own Acceptances in Portfolio. . _10,771,618.85 


Items in Transit with Branches 
Reserves for: 


Unearned Discount and Other Unearned Income. . . 
Interest, Taxes, Other Accrued Expenses, etc 
Dividend 
$77,500,000.00 
52,500,000.00 
15,018,584.23 


$ 933,912,307.44 
11,257,409.00 


733,592,490.94 
50,452,489.29 
107,874,136.92 
63,123,003.86 
530,725,121.57 
8,352,084.29 
14,371,236.29 
3,735,000.00 


8,000,000.00 
42,676,270.91 
484,639.84 
839,497.88 


$2,509,395,688.23 


$2,331,257 ,943.67 


17,955,977.73 
3,267,133.69 


4,186,515.04 
4,609,533.87 
3,100,000.00 


145,018,584.23 








$2,509,395 ,688.23 


Figures of Foreign Branches are as of December 23, 1939. 


$49,283 608.00 of United States Government Obligations and $24,054,871.26 of other 
assets are deposited to secure $46,258,137.51 of Public and Trust Deposits and for 


other purposes required by law. 


(Member Federal Deposit Insurance Corporation) 
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LOOKING BACK 


Selections from the Banking, Financial 
and Economic Thought of the Past 
Which Apply to Today’s Problems. 


Edited by Ke1tH F. WARREN 


90 YEARS AGO 


The Bankers Magazine 


Attempt to Rob the Broadway Bank 


An attempt was made last night (17th 
January) to enter the premises of Dr. 
Moffat, at the N. E. corner of Broadway 
and Anthony street, for the purpose of 
robbing the Broadway Bank. About 7 
o’clock the watchman of the bank went 
to his supper, leaving the premises safe. 
On his return he heard a noise below 
(the basement rooms are unoccupied), 
and went for aid to search the place. 
On entering the basement it was found 
locked, but some persons had been saw- 
ing a hole through the bulkhead, by 
which aperture they could have obtained 
access to the bank. Finding their pro- 
ject discovered, they relocked the door 
and fled. 


February, 1850 


Robbery at a Bank Counter 


A few weeks since, a boy in the ein- 
ploy of a mercantile firm in Boston, 
had $2,300 stolen from him, while 
standing at the counter of the Suffolk 
Bank. He had $4,000 in his bank book 
at the time. The money stolen consisted 
of two bills of $1,000 each, and one of 
$300, all on the Merchants’ Bank. The 
robber, shortly after committing the act, 
offered one of the bank bills in exchange 
for gold at Mr. Matthew Bolles’ ex- 
change office in State street, where he 
was secured by Mr. Bolles, who locked 
the rascal in, while he acquainted the 
parties interested of the fact. Twenty- 
two hundred dollars of the stolen money 
was found upon the thief.—He has since 
been convicted and sent to State prison. 


50 YEARS AGO 


The Bankers Magazine 


Payment of the National Debt 


The decrease of the public debt dur- 
ing the last six months was only $23,- 
693,710. These are very different fig- 
ures from those which we have been 
accustomed to read. The amount is so 
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February, 1890 


small that it leaves no surplus worth 
mentioning. Unless the returns for the 
next six months shall be much larger, 
nothing outside the sinking fund re- 
quirement can be paid. Furthermore, 
there are some huge claims pending; 
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there is another expensive soldier bill 
pending, which will absorb many mil- 
lions. Then there are large sums for 
public buildings and revenues that must 
be refunded. Then the ordinary ex- 
penditures for pensions are increasing. 
In view of these heavy outlays, Congress 
should go very slow in changing the 
tariff with a view of reducing the in- 
come of the Government. The Secretary 
of the Treasury has stopped buying 
4 per cent bonds, for lack of funds. 
Furthermore, production has become so 
creat that importations have greatly de- 


clined, so that there will be a much 
smaller revenue from this source. If 
Congress should amend the tariff laws 
in such a way as to stop the huge frauds 
that have been practiced since 1883, 
through under-valuations in textile 
goods, more would be made at home 
and less revenue would flow in from 
that quarter. Let these things be done, 
and we imagine that the surplus would 
diminish to a point so low that Congress 
and the country would be confronted 
with no serious difficulty concerning its 
future disposition. 


25 YEARS AGO 
The Bankers Magazine 


Writing Off Shrinkages in Values 


One of the unpleasant duties confront- 
ing bank directors in times like these 
is the writing off of losses occasioned 
by the shrinkage in value of even the 
highest class of securities. From a 
devastation like that which the world is 
now going through, nothing escapes. 
Government bonds, state stocks, mu- 
nicipal securities, industrials—all down 
the line there has been a fall. Banks 
naturally, in making investments, seek 
the highest grade of securities. This is 
the safe course, certainly. And yet it 
is true that some of the securities com- 
monly regarded as of the best type are 
precisely those which have declined in 
value most seriously. The heavy writ- 
ings-off by the British banks on account 
of the decline in consols is the most 
familiar exaraple of this. But in the 
United States many banks have had a 
like experience, though perhaps less 
serious on the whole. They exercised 
all reasonable, in fact all possible, 
prudence in carefully selecting their in- 
vestments, but owing to conditions and 
influences impossible to foresee, consid- 
erable losses have been sustained. 

Already some of the banks have 
promptly met this situation by making 
reductions in undivided profits or 
surplus. 


February, 1915 


This course, in promptly admitting 
losses and providing for them, should 
by no means impair the confidence of 
the public in a bank that has had to 
write down its investments. On the con- 
trary it is an indication that the bank 
has had the courage to face the situa- 
tion squarely, and to meet it. 

No one familiar with the present 
world-wide depression could possibly 
believe for a moment that such an ex- 
perience would not seriously affect the 
value of securities, and that the banks, 
in common with others, must have some 
losses. The banks have been quietly 
house-cleaning for a long time, and it 
is not probable that they have on hand 
many securities that are not desirable. 
Fortunately, most of the banks have 
ample funds in their undivided profits 
and surplus accounts to take care of 
the depreciation in the value of secu- 
rities which has naturally resulted from 
the present era of depression. 


© 


IT cannot be too often repeated that 
the success of business is measured by 
the distribution of goods and services 
among men, and that this distribution 
is encouraged in a free economy.— 
Joseph C. O’Mahoney, U. S. Senator 
from Wyoming. 
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INVESTMENT 


and FINANCE 


Edited by OSCAR LASDON 


STATE TAXATION OF STOCK TRANSFERS 


UPPORT is growing for the move- 
ment to reduce New York State 
stock transfer taxation. At a recent 

meeting of the New York State Cham- 
ber of Commerce, President McC. 
Martin of the New York Stock Ex- 
change called attention to the fact that, 
while the volume of share trading on 
the Chicago and Philadelphia stock ex- 
changes increased during the past year, 
turnover on the New York Exchange 
diminished considerably. 

Smaller dealings on the New York 
Exchange are thus attributed to the 
absence of state imposts and the lower 
transfer tax rates prevailing in other 
sections of the country. Security trad- 
ing, it is pointed out, can be carried on 
at less cost in other states. For ex- 
ample, there are no state transfer taxes 
in Illinois and this may very well have 
accounted for the 12 per cent increase 
in trading on the Chicago Exchange in 
1939. Last year, stock trading on the 
New York Exchange experienced a de- 
cline of 13 per cent. 

The New York State Chamber of 
Commerce’s Committee on Taxation 
also reported that substantial business is 
being lost and pointed out that Massa- 
chusetts and Pennsylvania tax stock 
transfers only moderately, and that no 
such taxation is levied in Michigan and 
Illinois. Attention was also directed to 
advertisements of Boston Stock Fx- 
changes, indicating savings of 33 to 99 
per cent in the execution of orders on 
the purchase and sale of fifty share lots. 
Advertisements of the Chicago Stock 
Exchange pertaining to possible large 
savings were also noted. 

The Merchants Association of New 
York has been urging a legislative re- 


134 


duction of the existing levy. To halt 
the loss of business to other states, it is 
suggested that the stock transfer law be 
amended in such fashion as to end pre- 
vailing double taxation of odd-lot trad- 
ing, to eliminate emergency imposts 
which were added in 1932, and to revise 
rates more in accordance with the value 
of the transactions. 

It is declared that the state of New 
York is being hurt by outstanding de- 
fective tax legislation inasmuch as such 
enactments decrease local employmen', 
depress the real estate market in the 
New York financial district and thus 
account for a material diminution of the 
total state and local tax revenues col- 
lected. 

This may be a propitious time for 
revision in view of the expected bal- 
ancing of the state’s budget for the 
year ending June 30, 1940. 


—_ 


THAT GOLD PROBLEM 


In the January issue we commented 
briefly on the gold problem, wondering 
at the ever increasing hoard and _ the 
final outcome resulting from our pos- 
session of most of the world’s stock of 
the precious metal. Within the space 
of the past month, however, the topic 
has been in the headlines and no little 
discussion has taken place. 

At the annual meeting of the stock- 
holders of the Chase National Bank, 
Chairman Winthrop W. Aldrich opined 
that since we were attempting to formu- 
late a solution, we should refrain from 
jeopardizing the status of the metal. 
For the time being, Mr. Aldrich recom- 
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MANUFACTURERS 
TRUST COMPANY 


Condensed Statement of Condition as at close of business 
December 30, 1939 


RESOURCES 


Cash and Due from Banks $267,372,518.84 
U. S. Government Securities 282 493,189.93 
State and Municipal Bonds 18 941.859.61 
Stock of Federal Reserve Bank .. . 2.254.200.00 
Other Securities 52,733,411.82 
Loans, Bills Purchased and 

Bankers’ Acceptances 189,415,409.78 
Mortgages 19.785.072.17 
Banking Houses 12 862.189.52 
Other Real Estate Equities 3.875,913.21 
Customers’ Liability for Acceptances 8.773,475.51 
Accrued Interest and Other Resources 2.645.979.47 


°$851.154,220.86 


LIABILITIES 


Preferred Stock .... $ 9,118,520.00 
Common Stock 32,998,440.00 
Surplus and 

Undivided Profits .. 40,151,108.92 82.268.068.92 
Reserves 4,343,678.49 
Reserve for Preferred Stock Sinking 


Fund 54,376.11 
Common Stock Dividend 
(Payable January 2, 1940) 824,959.00 
Preferred Stock Dividend 
(Payable January 15, 1940) 227,963.00 
Outstanding Acceptances 9,543,607.90 
Liability as Endorser on Acceptances 
and Foreign Bills 1,128,323.22 
762,763.244.22 


$861,154.220.86 


Principal Office: 55 Broad Street, New York City 
67 BANKING OFFICES IN GREATER NEW YORK 
European Representative Office: 1, Cornhill. London, E. C. 3 
Member Federal Reserve System 


Member New York Clearing House Association 
Member Federal Deposit Insurance Corporation 


Both Common and Preferred shares have a par value of $20 each. 
The Preferred is convertible into and has a preference over the 
Common to the extent of $50 per share and accruea dividends. 
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mends remonetization, or the removal 
of existing restrictions on the circula- 
tion of gold coin and certificates. This 
suggestion was subsequently supported 
by Senator Key Pittman of the Foreign 
Relations Committee. 

Dr. E. <A. Goldenweiser, Direc- 
tor of the Division of Research and 
Statistics of the Federal Reserve Board 
also dealt with the subject in an ap- 
praisal of “The Gold Problem Today,” 
which appeared in the Federal Reserve 
Bulletin. Dr. Goldenweiser declared 
that a sudden termination of gold pur- 
chases would create chaotic conditions 
in the exchange market and would have 
serious repurcussions on domestic busi- 
ness conditions and prices. Dr. Golden- 
weiser believes that the problem will 
remain with us for some time, inasmuch 
as no reversal of the gold inflow is 
apparent and there is no possible re- 
treat from our present gold policies 
without detrimentally affecting the na- 
tion’s economy. 

According to Dr. Goldenweiser, our 
stock of monetary gold at the begin- 
ning of 1934 totaled about $4,200,000,- 
000. To this amount there has been 
added $2,200,000,000 from revaluation 
of the dollar, $900,000,000 from do- 
mestic production and scrap, and about 
$9,700,000,000 frem importation abroad 
—giving a grand total of $17,600,000,- 
000. In addition to the gold inflow, 
about $1,000,000,000 in silver has also 
come to our shores, making total im- 
portations of the two metals an aggre- 
gate of $10,700,000,000. Of this latter 
amount it was estimated that $2,200,- 
000,000 represented a net payment for 
goods and_ services, $5,500,000,000 
represented a capital flow while the 
remaining $3,000,000,000, largely: un- 
identified, was probably also the result 
of capital movements. 

In discussing the value of all this 
gold to the nation, Dr. Goldenweiser 
stated that the production of goods and 
services for export, which was ex- 
changed for gold, resulted in increased 
domestic employment, wage payments 
and profits. He expressed the belief 
that if we had retained larger surplus 
stocks of cotton and wheat, rather than 
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surplus gold, it might have been worse 
for the nation. Also, the willingness 
of the United States to accept gold 
tended to preserve stability in the inter- 
national exchange structure. 

“The ultimate solution,” states the 
article, “will have to be a part of the 
answer to the much broader problems 
of restoration of world stability and in- 
ternational trade. It will also be bound 
up with rationalization of our own 
economy.” In this connection, Dr. 
Goldenweiser maintains that the most 
satisfactory way to reduce our excess 
gold holdings “would be through the 
development of a world situation in 
which the United States would lose gold 
as the result of excess purchases of 
goods and services from abroad. 

“It is too optimistic,” continues Dr. 
Goldenweiser, “to think that much gold 
would flow out in this way, partly for 
the reason that few countries after the 
war will be in a position to acquire gcld 
rather than goods and services from 
abroad... . 

“Under such circumstances a flight of 
capital from the United States, which is 
hard to conceive, or investment abroad, 
which is not likely to assume large pro- 
portions, would offer the only occasion 
for losing gold. Some post-war stab- 
ilization loans may conceivably be 
made, but the amounts involved are not 
apt to be large.” 


_“ 


BUDGET FORECAST 


The President’s budgetary message to 
Congress forecasts a deficit of $2,176,- 
000,000 for the fiscal year ended June 


30, 1941. This figure compares with 
an estimated deficit of $3,932,000,000 
for the present year. At the outset, 
mere mention of this reduction was 
greeted with enthusiasm. But upon re- 
view of the forecast, it was found that 
little progress had been made toward 
achieving a gradual balancing of re- 
ceipts and expenditures. 

The forecast reduction of the annual 
net deficit is largely achieved through 
the expected repayment to the Treasury 
of $700,000,000 from various Govern- 


THE BANKERS MAGAZINE for February, 1940 





ment agencies. Needless to state, such 
repayment contributes not one iota to- 
ward a sounder fiscal policy, but is 
‘merely a non-recurring item represent- 
ing a transfer of funds from one pocket 
to another. WPA disbursements are 
budgeted $400,000,000 lower while 
agricultural benefits (politics permit- 
ting) will be $413,000,000 less. 

On the receipts side, income tax col- 
lections are estimated about $500,000,- 
000 higher. This is based on continua- 
tion of the present high state of busi- 
ness activity. Of course, if new taxes 
in the amount of $460,000,000 (as 
asked by the President) are voted by 
Congress, the public debt would rise 
that much less. 

Assuming the latter increase in taxa- 
tion and the anticipated cut in disburse- 
ments, somewhat over $1,700,000,000 
will have to be raised by the Federal 
Government. It is probable that the 
sale of U. S. Savings Bonds will yield 
some $500,000,000 while the Treasury’s 
investment and trust accounts may pur- 
chase directly some $900,000,000 of 
special issues. The difference, some 
$400,000,000, or more if the budget 
goes further out of balance, will have 
to be obtained through the sale of new 
money issues in the open market. To 
the extent that the Treasury cares to 
strengthen its cash resources, additional 
sales may also be necessary. 


—_— 


FEDERAL INSURANCE 
REGULATION 


In these columns, last year, we called 
attention to the possibility of Federal 
regulation of insurance and _ pointed 
out, through reference to a law review 
article by Peter R. Nehemkis, Jr., spe- 
cial counsel to the TNEC, the probable 
constitutionality of such control. 

Judging from present trends in Wash- 
ington it is entirely likely that some 
kind of regulation may be attempted. 
Whether this: will merely take the form 
of compelling those companies operat- 
ing in more than one state to file all 
actuarial data and rate schedules with a 
Federal administrative agency for re- 
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view, cannot be foretold. In any event, 
however, no nationalization of private 
insurance through a broadening of the 
Social Security program is to be ex- 
pected. 


a“ 


BANKING INVESTIGATION 


The Senate Banking and Currency 
Committee, which was supposed to have 
initiated its inquiry of banking and 
monetary affairs last November, has 
finally set a date for hearings. Washing- 
ton advices indicate that there were ex- 
cellent reasons for an apparent reluct- 
ance to get started. 

Hesitation in this matter has been as- 
cribed to: 

1. Aversion to a discussion of dollar 
devaluation powers which expire in 
1941. 

2. Disinclination to defend the exist- 
ing silver purchasing policy of the Ad- 
ministration. 

3. Desire to avoid the presentation of 
various money, credit and banking 
schemes sponsored by politically power- 
ful groups. 

4. Necessity of avoiding of strife be- 
tween various governmental banking 
agencies. It may be observed that the 
Treasury Department, the Federal Re- 
serve Board and the Federal Deposit 
Insurance Corporation are all concerned 
over their powers affecting commercial 
banking institutions. It is believed that 
either would relish assuming the func- 
tions of the other two bodies. 

5. Indisposition on the part of some 
to discuss the matter of credit control 
during an election year when, for pur- 
poses of politics, the business picture 
should be dressed up as much as pos- 
sible. 

Under these circumstances, it would 
hardly be surprising to see the inves- 
tigation severely limited in scope. 


_— 


BOND NOTES 


The Chemical Bank and Trust Com- 
pany has just issued its sixth Year-End 
Survey of State and Municipal Bonds, 
depicting yields afforded on selected 
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issues from 1933 to date. The survey 
calls attention to the fact that the all- 
time highs presently being recorded re- 
flect continued investor confidence in 
municipal obligations. 

In an explanatory note it is com- 
mented that new issues of state and 
municipal bonds are not keeping pace 
with annual retirements, thus creating a 
shortage in the floating supply. Accord- 
ingly, continued demand has forced 
prices to levels that have diminished 
yields to considerably less than half the 
income obtainable a few years ago. 


It is remarked that yields of bonds 
of twenty representative cities, located 
in nineteen’ states, have declined 
sharply. This severe shrinkage in 
yields, from 5.18 per cent in December, 
1933, to 2.29 per cent in December, 
1939, was interrupted only in 1937 by 
general market weakness when yields 
advanced from 2.65 per cent in Decem- 
ber, 1936, to 2.94 per cent in December, 
1937, resuming their downward trend 
the following year to 2.53 per cent in 
December, 1938. 


This review is of considerable inter- 
est to both individual and institutional 
investors and is a valuable reference 
work for comparison purposes. 


_ 


LONG-TERM SECURITY 
PRICES 


At the annual meeting of the Penn- 
sylvania Company for Insurances on 
Lives and Granting Annuities, President 
William Fulton Kurtz expressed his be- 
lief that prices of long-term securities 
have reached too high a level to war- 
rant purchase. 


“Both Government bonds and high 
grade corporate obligations have gone 
to all time high levels,” stated Mr. 
Kurtz. “Your management has _fol- 
lowed this situation constantly and has 
studied it carefully. It is our belief 
that the level of fixed interest bearing 
securities is such that it is imprudent 
generally to make commitments in long- 


term securities at current prices and that 
sooner or later the natural forces work- 
ing upon the money market will pro- 
duce a slowly rising tendency in interest 
rates and, concurrently, a decline in 
the level of high grade interest bearing 
securities. 


“On this belief we have somewhat re- 
duced our portfolio of Government and 
other securities and have very sharply 
built up our cash reserves. We are in 
a position to replace these investments 
if and when the market may present 
more favorable buying opportunity. 


This general policy has necessarily re- 
duced current operating income which 
would otherwise have exceeded 
profits of last year.” 


the 


© 
PERSONAL LOAN COSTS 


NATURALLY, since accurate handling 
cost figures are so hard to obtain, t 
is very difficult to determine the nct 
profit of commercial banks engaged ia 
this [personal loan] business. I can 
say that net profits for banks so engaged 
should approximate 514 per cent on 
their cash employed before reserves for 
losses, and approximately 414 per cent 
after such reserves. Since there is more 
accurate data obtainable on banks en- 
gaged in this business in New York 
state it is very interesting to note that 
of all the banks so engaged in that state 
with outstandings in excess of $75000 
only one showed a loss and that loss 
was considerably less than 1 per cent. 
When considering these percentages of 
net profit available for banks engaged 
in the personal loan business, let me 
remind you that the average earning 
rate on earning assets of banks generally 
is only about 21% per cent before losses 
and less than | rer cent after charge- 
offs. The earning rate of personal loan 
departments after reserve for losses, is 
more than six times as great as the 
earning rate on the other earning assets 
of banks.—Kenton R. Cravens, Vice- 
President, The Cleveland Trust Com- 
pany, Cleveland, Ohio. 
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Cash on Hand and Due from Other 


United States Government Obligations, 
direct and/or fully guaranteed . 


Other Securities 
Stock in Federal Reserve Bank. . . 
Loans: 
Loans and Discounts 
Real Estate Mortgages 
Overdrafts Sas , 
Branch Buildings and Leeashabé bie 


provements . 
Accrued Income Hacsiveide—Met 
Prepaid Expense 


Customers’ 
Acceptances and Letters of Credit 
TOTAL RESOURCES 


Deposits: 
Commercial, Bank and Savings . 
U.S. Government . 
Treasurer, State of Michigan . 
Other Public Deposits 
Capital Account: 
Preferred Stock (370,000 Shares) 
Common Stock (825,000 Shares) 
Surplus , 
Undivided Profits 
Reserve for Retirement of Pre- 
ferred Stock. Sree 
Reserve for Common Stock Dividend 
No. 11, payable February 1, 1940 


Reserves . . 


Our Liability heme of Anneptnnees 
and Letters of Credit 


TOTAL LIABILITIES .... 





+ 





Liability hina of 


RESOURCES 


$ 54,402,902.73 
13,805,266.86 


9,715.61 


LIABILITIES 


$416,307,173.88 
20,327,284.47 


7,460,239.04 


.  18,218,601.77 


9,250,000.00 
8,250,000.00 
8,250,000.00 
5,974,203.69 


; 38,125.00 


- 


NATIONAL BANK 
OF DETROIT 


STATEMENT OF CONDITION, DECEMBER 30, 1939 


$208,496,609.15 


197,317,551.95 
18,072,351.28 
772,500.00 


68,217,885.20 


787,373.22 
1,029,178.12 
1,251,976.45 


1,751,246.21 
$497,696,671.58 


$462,313,299.16 


31,762,328.69 


412,500.00 
1,457,297.52 


1,751,246.21 
$497,696,671.58 


United States Government securities carried at $56,855,121.19 in the foregoing statement 
are pledged to secure public and trust deposits and for other purposes required by law. 








Member Federal Deposit Insurance Corporation 
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FINANCIAL SITUATION ABROAD 


A MONTHLY SURVEY 


O definite relief from the tense 
world situation caused by the 
European war has come in recent 

weeks. About the middle of last month, 
excitement arose over rumors that an 
impending German offensive against 
Belgium and the Netherlands was im- 
minent. Operations in the western 
theater of war, up to that time, had been 
confined largely to the sea and air, 
which caused considerable losses but 
were lacking in a decisive character. 

In the Western Hemisphere, the 
United States is expending large sums, 
ostensibly for “national defense,” a term 
which, in the final analysis, may be 
found to have a quite different meaning. 

Efforts to enter into trade agreements 
by the Argentine and the United States 
have failed, and the same applies to 
negotiations with Uruguay. 

In Japan the cabinet of Premier Abe 
has fallen, to be replaced by one gen- 
erally considered as more favorable to 
the United States. 

President Cardenas, of Mexico, is’ re- 
ported as having declared that the 
“Monroe Doctrine” has lapsed, and its 
place taken by what he calls the doc- 
trine of “solidarity.” No word of a 


similar opinion has as yet come from 
the other nations of Latin America nor 
from the United States. In the absence 
of this supporting opinion, the presump- 
tion seems warranted that the abrogation 
of the declaration of President Monroe 
does not depend upon the action of 
Mexico alone. 


“_ 


GREAT BRITAIN 


CoNceEDING that the present members of 
the House of Commons are, on the 
whole, .younger than they were at the 
war-time crisis in 1914, The Economist 
doubts that the ministers who count in 
planning the war are as young as those 
who carried a like responsibility in 
1914. The Prime Minister is 70, while 
Mr. Asquith was 62; the Chancellor of 
the Exchequer, Sir John Simon, is older 
by fifteen years than Lloyd George was 
then, and the First Lord of the Ad- 
miralty, Winston Churchill, is older 
than he was in 1914 by twenty-five years. 
“The fact that a youthful Commons is 
shepherded by elderly ministers from 
another generation has considerable sig- 
nificance,” says The Economist. 


Christiania Bank og Kreditkasse 


Oslo, Norway 


Telegraphic address: 


Founded 1848. 


First established 
private bank in 
Norway 


BANKING BusINEss OF EVERY 
DESCRIPTION. TRANSACTED 


Kreditkassen 


Paid up capital 
and reserve funds 
Kr. 40,000,000 


New York Agents: 


The National City Bank, Guaranty Trust Company, Irving Trust Company and 
The Chase National Bank 
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CABLE ADDRESS: BANCO 


HEAD OFFICE: MANILA 


BRANCHES 
Cebu, Iloilo, Zamboanga 


CAPITAL 


Authorized §P10,000,000.00 
Fully Paid P6,750,000.00 
(US$1.00=P2.00) 


and more of experience and familiarity with local business conditions have placed our organization in ap 
exceptionally favorable position to undertake commercial banking, fiduciary and trustee business of every 
description in a country which, like the Philippines, is developing rapidly and offers considerable oppor- 


tunities to the foreign importer, merchant and investor. 


We solicit the agency and collection business of foreign Banks. 


Dealing with the problem of legisla- 
tion, The Economist declares that the 
House of Commons “is made up mainly 
of the representatives, direct or indirect, 
of vested interests. The prime political 
problem is to prevent the demands of 
vested interests, very properly and use- 
fully expressed in Parliament, from 
overriding the common weal.” It then 
gives the following extract from a book 
(Parliament, by W. Ivor Jennings) : 


If interests want to dig their hands into 
the national money bag they must persuade 
the Treasury to hold the mouth open. Where 
log-rolling takes place, the Chancellor of the 
Exchequer captains the team. The pork 
barrel is kept locked up in 11 Downing 
Street, and those who want to take part 
must stand on the doorstep and prove their 
credentials. 


“Log-rolling” and the “pork barrel” 
have long been familiar terms in Ameri- 
can politics, as they now seem to have 
become in England. 

The Economist notes a tendency of 
governments in recent years to be com- 
placent, giving state aid to industries, 
accompanied by powers of self-govern- 
ment; to give tariffs and subsidies and 
power to mulch customers with the same 
hand. It is declared to be the function 
of public opinion to put a rein on this 
tendency. 


Rise in the Cost of Living 


In the first three months of the war, 
prices have risen by some eighteen 
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Inquiries and correspondence invited. 


points, due mainly to increases in prices 
of eggs, fish, bacon, cheese, clothing, 
coal and gas. The Economist does not 
regard this rise as excessive, but states 
that there have been many onerous in- 
creases in goods considered as neces- 
saries. 


Duties on Steel Abolished 


Measures designed to protect the 
British steel industry from foreign com- 
petition have been abolished, for two 
reasons: in the first place, steel is gen- 
erally higher in other international mar- 
kets than in England; secondly, in- 
creased steel imports are essential to 
meet war needs. A licensing system has 
been introduced governing iron and 
steel imports. 


Dealings in Foreign Securities 


Restrictions on free dealings in for- 
eign securities, and their eventual ac- 
quirement by the Treasury, are found 
in the first section of the Defense Regu- 
lation Amendment Orders, which de- 
crees that no person may sell, transfer 
or create a charge on a specified class 
of securities, such securities being 
broadly definable as those which are 
marketable outside the United Kingdom. 
The owner of such securities has been 
requested to make a return of them to 
the Bank of England; and at any time 
the Treasury, “if they are of opinion 
that it is expedient so to do for the pur- 
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pose of strengthening the financial posi- 
tion of the United Kingdom,” may by 
an order transfer these securities to it- 
self at a price not less than the market 
value of the securities on the day of the 
order. These regulations are not to 
apply to securities which since August 
26 last have been held by or on behalf 
of persons not resident in the United 
Kingdom. 


Compensation for War Losses 


Should the present European war be 
long continued, its cost to Great Britain, 
in view of new liabilities that are to be 
assumed, will be more, in view of The 
Economist, than could possibly be paid. 

Pensions and allowances to members 
of the armed forces who were disabled 
in the 1914-18 war, and to the widows 
and other dependents of those who were 
killed, have so far (December, 1939) 
amounted to £1,275 million, and the ex- 
penditure before the accounts are closed 
will be over £2,000 million. 


— 


ITALY 


In the midst of war, Italy is taking nu- 
merous steps looking toward greater 
self-sufficiency, is nevertheless promot- 
ing the export trade. Other activities 
relate to the electrification of transpor- 
tation lines, building a new railway 
station in Rome, and the revival of the 
silk industry. 

The small’ business man is also re- 
ceiving attention, as the banks are au- 
thorized to lend him up to 2 per cent 
of their time deposits. Concerns eli- 
gible are those employing no more than 
fifty persons and whose taxable income 
does not exceed 100,000 lire. The loans 
are not to exceed 80,000 lire each, run- 
ning for not more than five years, and 
repayable in instalments. 


—_ 


THE NETHERLANDS 


THE total budget for 1940 provides for 
revenues of 770,005,000 florins and ex- 
penditures of 1,015,599,000 florins. This 
compares with revenues of 627,503,000 
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florins and expenditures of 1,008,740,- 
000 florins in 1939. 


Netherlands Indies 


It is the Indies which make Holland a 
world power, according to the Far East. 
ern Survey of January 17. Supplying 
more than one-third of the world’s an- 
nual consumption of rubber, one-fifth 
of the tin and one-nineteenth of the oil, 
and possessing a practical monopoly of 
cinchona—to say nothing of its position 
in regard to sugar, tobacco, hard cord- 
age fiber, palm oil, bauxite, copra, 
spices, etc.—the Netherlands Indies has 
placed the mother country in the front 
rank of the “have” powers. Liberal 
policies in regard to spreading profits 
or making the raw materials easily 
available to the world at fair prices 
may help to win friends, but they can 
do little to restrain envy among power- 
ful but less well-endowed neighbors. 


—_ 


JAPAN 


As viewed by The Oriental Economisi. 
the linking of the yen to the dollar at 
$23 7/16 for 100 yen represents a loss 
of $4 from the level prevailing imme- 
diately prior to the breaking out of war 
in Europe. As calculated from _ the 
Japanese price level, which has risen 
considerably throughout the period of 
the China affair, the yen at $23 7/16 
is still somewhat overvalued. Unless 
there is a further advance in American 
commodity prices the competitive power 
of Japanese merchandise in world mar- 
kets cannot be pronounced as having 
turned to advantage if only on this 
point. 
© 


POOR FOUNDATIONS 


Our great American economy, func- 
tioning with full efficiency, can carry 
a heavy load. But a chronically unbal- 
anced government budget is a poor 
foundation for social security for any- 
body; and a crippled economic mechan- 
ism is a poor foundation for a more 
abundant life—Benjamin M. Ander- 


son, Jr. 
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Bank of America 


NATIONAL fivincs ASSOCIATION 
CALIFORNIA’S ONLY STATEWIDE BANK 


Condensed Statement of Condition © 
December 30, 1939 


RESOURCES 

Cash in Vault and in 

Federal Reserve Bank. . .. =. =. =. §$ 159,684,750.15 
Due from Banks . ee a ae ge 88,581,164.01 
Securities of the United States 

Government and Federal Agencies .. 434,691.060.77 
State, County and Municipal Bonds .. . 130,542,539.24 
Other Bonds and Securities. .... . 36,245,071.32 
Stock in Federal Reserve Bank. ... . 2.790,000.00 
Loans and Discounts . . 711,054,696.57 
Accrued Interest and hem. Snevinctite 7.359,920.15 
Bank Premises, Furniture, Fixtures and 

Safe Deposit Vaults. . . . ar 31,530.765.10 
Other Real Estate Owned .. ccna 7a 7,182,032.53 
Customers’ Liability on Account of 

Letters of Credit, pepeerasen and 

Endorsed Bills. . . . ae 18,281,457.98 
Other Resources. . . a? ha 642,819.95 


TOTAL RESOURCES = $1,628,586,277.77 


LIABILITIES 

Capital. . . 2. «+ © © © «© © «© «© )~=6§$ $0,000,000.00 
Surplus. . . . a On ae ee 44,000,000.00 
Undivided Profits eee a, Yee, sens ea le 22,845,841.75 
Reserves .. eke a 2,007,523.83 
Reserve for pat nn Etc. eal, Mae «3 391,657.92 
Reserve for Interest Received in Advance . 7.733,706.57 
Liability for Letters of Credit and as 

Acceptor, Endorser or Maker on 

Acceptances and Foreign Bills . . 18,815,871.91 


DEPOSITS: 
Demand $ 642,792,093.41 
Savings 
and Time  839,999,582.38 1,482,791,675.79 


TOTAL LIABILITIES  $1,628,586,277.77 


This statement includes the figures of the London, England, 
ig office: 12 Nicholas Lane, E.C. 4. 
MAIN OFFICES IN TWO RESERVE CITIES OF CALIFORNIA 
SAN FRANCISCO LOS ANGELES 











las 
495 Branches Serving All California @) 
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Wherever your Business Extends 


in CANADA .... there 


is the Bank of Montreal 


< 


Through its network in Canada of more than 
500 branches — each of which is in intimate 
contact with the economic life of the particular 
community it serves — the Bank of Montreal 
provides American banks and trust companies 
with unsurpassed banking service throughout 
the Dominion, as well as with sources of val- 


uable business information. 


BANK OF MONTREAL 


Assets over 
$1,025,000,000 


Head Office: Montreal 


NEW yoes. gaia 
CHICAGO O} 
SAN FRANCISCO OFFICE: 


Established 1817 
< 
64 Wall Street 


27 ; South La Salle Street 
333 California Street 


Current Conditions in Canada 


HE Bank of Montreal Business Sum- 

mary for January 23 reports con- 

vincing evidence that fears regard- 
ing dislocation of Canada’s export 
trade by the war have so far been un- 
justified. The summary states: 

“The returns show that domestic ex- 
ports in December, at $101,021,000, 
were nearly 47 per cent higher than in 
December, 1938, and about $4,000,000 
higher than in November, 1939. For 
the four months elapsed since the out- 
break of war, the value of Canada’s do- 
mestic exports, $370,078,000, was ac- 
tually 17.4 per cent higher than the 
figure for the parallel period of 1938, 
namely, $315,242,000. Business in gen- 
eral, also, has shown expansion, its 
physical volume in the last quarter of 
1939 reaching a higher point than at 
any time since the early part of 1929. 

“The opening weeks of 1940 have 
found the activity in both export and 
domestic fields well maintained. In most 
rural districts, and particularly in the 
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West, storekeepers are finding business 
substantially better than last winter as 
the result of an increase of nearly 10 
per cent in rural purchasing power. This 
and a steady increase of industrial ac- 
tivity are operating as a spur to gen- 
eral business, as is shown by the fact 
that the dollar value of sales in depart- 
ment stores in December was 10 per 
cent larger than in the same month of 
1938, and was at the highest level for 
any month since December, 1929. . . 
“The Canadian Government continues 
to place a steady stream of war orders, 
which are being well distributed 
throughout the country to the benefit of 
a variety of industries, and recently an- 
nouncement has been made of impend- 
ing contracts for a large number of 
planes, to be manufactured in Canadian 
plants with engines imported from 
Britain. It has also been announced 
that an extensive shipbuilding program 
is being organized, in which the 
Canadian and British Governments will 
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share, and details of this program are 
expected almost immediately. The con- 
tinuing improvement in the United 
States, which is responsible for an in- 
creased demand for numerous Canadian 
products, is also a very helpful factor 
for general Canadian business. . . . 

“The annual reports of all chartered 
banks published to date reveal great 
strength in aggregate resources, a very 
large advance in deposits and a high 
degree of liquidity. Profits for the year 
have been slightly better and the gen- 
eral position is one of preparedness and 
stability. The latest returns of the char- 
tered banks to the Minister of Finance 
covering the month of November showed 
notice and demand deposits to have 
reached all-time high levels, the former 

t $1,734,837,000 and the latter at 
“865,786,000. Current loans stood at 
S972,784,000, an advance of $20,487,- 
‘i00 over October. Bank debits to in- 
dividual accounts in December totalled 
$3,056,000,000, as compared with $2,- 
005,000,000 in December, 1938. 

According to the Monthly Commer- 
cial Letter of the Canadian Bank of 
Commerce for January, a seasonal let- 
down in various industries accounts in 
part for the failure of their index of 
industrial activity to continue the rise 
which began last March. For mid- 
December this index number was the 
same as for the previous month, namely 
112 (1937 = 100). Other influences 
which had a restraining effect are re- 
ported as follows: 

“The public demand for commodities 
ordered in exceptional volume during 
the late summer and early autumn was 
below expectations in many districts 
owing to unseasonable weather, lessened 
fears of great shortages of most civilian 
goods, a narrowing of the markets for 
some agricultural products, notably 
apples and tobacco, and, in the Prairie 
Province, smaller than anticipated cash 
returns from the recent harvest; grain 
prices were low in the period of the 
heaviest crop movement, and the sales 
by many growers netted little, if any, 
profit, while numerous farmers held 
some of their produce for higher prices. 
Added to these influences were difficul- 


ties experienced by certain industries in 
securing materials for immediate use, 
the curtailment of private construction 
projects, the uncertainties affecting auto- 
motive production which delayed sea- 
sonal peak operations until the last few 
weeks, and the congestion of lumber 
stocks in British Columbia, where mills 
have found it necessary to slacken their 
cutting until arrangements are com- 
pleted to export the large quantity of 
this material ordered by responsible in- 
terests. On the other hand there has 
been an increasing flow of governmental 
orders which has had a sustaining effect 
on industry as a whole. 

“Now that the first galvanism of war 
conditions has passed, a new economic 
phase opens. While there are some re- 
adjustments to be effected, principally 
in reducing surplus stocks in certain 
lines of merchandise, governmental ex- 
penditures will play a more important 
part in the national economy than in 
the past four months. Moreover, the 
purchasing power of the Prairie Prov- 
inces has improved with the rise in 
grain prices. Finally, a fairly substan- 
tial extension of the country’s indus- 
trial plant is being undertaken, as is 
evident from the recent contracts 
awarded by several concerns, the pro- 
jects of this character in December 
alone being valued at $2,119,400, or 
nearly three times the amount reported 
in the corresponding month of 1938.” 

The letter reports that exports of 
Canadian products to the United States, 
excluding gold, for the first eight 
months of 1939 averaged $24.9 million 
monthly, compared with $20.5 monthly 
for the same period in 1938. This re- 
flects a. even larger increase in volume, 
since export prices were lower in 1939 
than in 1938. 

The value of exports to the United 
Kingdom was about the same for the 
first eight months of 1939 as for the 
same period in 1938. Since the out- 
break of the war their monthly average 
value, while higher than earlier in the 
year ($28.1 million compared with 
$26.8 million), were about 16 per cent 
below the corresponding three months 


of 1938. 
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Canada’s 


Foreign Exchange Control 


Foreign Exchange Control Board, Ottawa, Canada 


ANADA’S Foreign Exchange Con- 

trol Board created as a wartime 

measure has protected the value of 
investments in Canada by preventing, 
through the machinery of foreign ex- 
change control, sudden and heavy with- 
drawals of capital out of Canadian mar- 
kets. One of the chief functions of the 
board is to conserve capital in Canada, 
prevent it from being dissipated. in 
speculative or other unessential uses 
abroad, and to make it available, in so 
far as possible, to the vital need of 
financing the war. 

The Canadian Government in the 
course of its war program, will find it 
necessary to borrow in the domestic 
market to meet the margin of difference 
between taxation and war-time expendi- 
tures. Any disorganization of markets, 
due to war hysteria, would increase the 
cost of financing, and limit the ability 
of the Canadian people in making their 
maximum contributions to the volun- 
tary effort on the economic war front. 
Changes made in monetary and bank- 
ing legislation during recent years have 
improved the efficiency and flexibility 
of the mechanism now available to pro- 
mote the public welfare in wartime as 
well as peacetime. The comparatively 
moderate effect of the immediate shock 
of war on the Canadian financial mar- 
kets has been due, in large measure, to 
the supervision now possible. 

Foreign exchange control in Canada 
forms a part of Canada’s war effort, 
and differs radically in conception and 
operation from forms of control enacted 
in other countries as peacetime meas- 
ures. The Foreign Exchange Control 
Board exercises effective, although be- 
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nevolent control over all capital move- 
ments as a means of correlating the war 
effort on the economic front. As the 
board functions primarily for the con- 
servation of wealth within Canada it 
supervises and licenses movements out 
of the country. Movements of capital 
into the country are, of course, still 
welcomed. 


Aims of Contro1 


While Canada’s participation with 
the British Empire in the war against 
Hitlerism is uppermost in Canadian 
minds, a prime consideration of the For- 
eign Exchange Control Board has been 
to provide exchange to service the debi, 
payable abroad, of both public and pri- 
vate Canadian borrowers. The board 
has recognized the need for maintain- 
ing the record of the Canadian Govern- 
ment of meeting its obligations in the 
terms and currency in which they are 
payable, and is readily providing for- 
eign exchange for that purpose. As 
well, it will sell to Canadian borrowers 
foreign exchange to meet their debt 
services. 

Establishment of foreign exchange 
control in Canada served to mitigate 
the effects of a war fear psychology on 
the Canadian economy, and to establish 
stable rates of exchange, preventing un- 
due disturbance to the legitimate inter- 
ests of a country so largely dependent 
upon its foreign trade. While the rates 
are subject to change, the Foreign Ex- 
change Control Board since its incep- 
tion has bought and sold U. S. dollars, 
respectively, at a premium in Canada 
of 10 and 11 per cent. 
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THE ROYAL BANK 
OF CANADA 


Head Office, Montreal 


SIR HERBERT S. HOLT MORRIS W. WILSON 
Chairman of the Board President and Managing Director 


G. H. DUGGAN W. F. ANGUS A. E. DYMENT 
Vice-Presidents 


S. G. DOBSON 
General Manager 





Condensed Annual Statement 
as on November 30, 1939 





ASSETS 
Cash on Hand, in Banks and in Bank of Canada $234,483,551 
Government, Provincial and Municipal Securi- 
ties not exceeding market value 348,417,035 
Other Bonds, Debentures and Stocks not ex- 
ceeding market value 39,250,803 
Call Loans 25,151,148 
Eg Bad geen ate are Be en 330,125,141 
Bank Premises 14,623,764 
Liabilities of Customers under Letters of Credit 
and other Assets 22,656,901 


$1,014,708,343 


LIABILITIES 
Capital, Reserve and Undivided Profits........ $ 58,812,927 
Notes of the Bank in Circulation 26,028,238 


ES os )ie Sis. 515 see bare Re eS Nevado 911,519,209 
Letters of Credit and Other Liabilities 18,347,969 


$1,014,708,343 
Over 600 Branches in Canada and Newfoundland 
70 Branches Abroad, including: 


LONDON, NEW YORK, PARIS, BARCELONA, HAVANA, BUENOS AIRES, 
RIO DE JANEIRO, SAO PAULO, MONTEVIDEO, LIMA, BOGOTA, CARACAS, 
BELIZE, NASSAU, also in PUERTO RICO, DOMINICAN REPUBLIC, HAITI, 
MARTINIQUE, GUADELOUPE, BARBADOS, DOMINICA, JAMAICA, 
ST. KITTS, TRINIDAD, MONTSERRAT, ANTIGUA, GRENADA, 
BRITISH GUIANA 


NEW YORK AGENCY NORMAN G. HART 
68 William Street EDWARD C, HOLAHAN 
Agents 
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Canada’s favorable balance of inter- 
national payments on current account 
has averaged about $220 millions over 
each of the past five years, all of the 
credit balance being with the Empire 
and countries other than the United 
States. Canada had to take cognizance 
of wartime foreign exchange controls 
in countries from which it usually re- 
ceived credit balances, and this, com- 
bined with a need for supervising capi- 
tal movements, made it apparent that 
the Canadian economy could not pro- 
vide foreign exchange for sudden and 
extreme demands without subjecting its 
trade to the hazards of currency depre- 
ciation, precipitating dangerous price 
movements and jeopardizing the post- 
war adjustment. 


Protection of Investments 


Apart from caring for its normal 
trade movements, the Canadian Foreign 
Exchange Control Board was also faced 
with the task of protecting roughly 
$6,700 millions of foreign investments 
in Canada, of which $3,900 millions are 
owned in the United States, from the 
ravages of a disorganization of markets, 
due to fear psychology induced by an 
unusually heavy outward movement of 
capital on account of the war. In ad- 
dition to maintaining the underlying se- 
curity of this capital in Canada, the 
board has been careful to safeguard 
honest contractual relations with for- 
eign investors by providing foreign ex- 
change freely for current income, inter- 
est and dividends due to foreign 
investors. 

By preventing undue depreciation of 
Canadian exchange, the board’s opera- 
tions has enabled American holders of 
Canadian dollar investments to obtain 
a higher income than would have been 
possible in an open market. The same 
is true of non-resident income from 
royalties, rents, annuities, estates and 
trusts, all of which is freely convertible 
into foreign exchange. 

The Foreign Exchange Control Board 
makes special provisions for the new 
direct investment of foreign capital in 


Canada since the imposition of exchange 
control. The board welcomes inquiries, 
and each case is considered in the light 
of the attendant circumstances. Where 
capital is to be used for a new under- 
taking, such as the building of a manu- 
facturing plant, development of mineral 
resources or additions to existing facil- 
ities, the board’s present policy is to 
make foreign exchange, equal to the 
original investment plus reasonable 
profits or income, available upon liqui- 
dation. Such undertakings must be re- 
ported initially to the board in order 
that it can identify the transaction at 
any later date. 


U. S. Trade and Travel 


United States trade with Canada hes 
not been adversely affected by foreign 
exchange regulations. In the first three 
months of trade between the two coun- 
tries, under wartime conditions, exporis 
from the United States to Canada have 
been 40 per cent higher, in terms of 
U. S. dollars, than in the same period 
of 1938. It is, of course, part of the 


board’s purpose to ensure that Canada 


can finance vital war needs and other 
essential imports, and stability of ex- 
change rates has been a beneficial factor 
in aiding both importers and exporters. 

United States tourists who visit 
Canada will not be in any way hindered 
by the board’s regulations. In fact, at 
present, their visit is bonused with the 
premium on United States funds when 
these are exchanged through any of the 
branches of the Canadian chartered 
banks, who act as agents for the For- 
eign Exchange Control Board. No re- 
strictions, military or otherwise, have 
been imposed on United States tourists, 
and everything has been done to avoid 
the slightest inconvenience to visitors. 

The board has authorized Canadian 
life insurance companies doing business 
in the United States or abroad to con- 
tinue the conduct of their business in 
accordance with normal procedure, and 
the same assurance has been given to 
foreign companies doing business in 
Canada. 
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GENERAL 


is engaged primarily in facilitating 
wholesale distribution and retail 
sales of the following products of 
General Motors Corporation and 
its world-wide affiliates: CADILLAC, 
LA SALLE, BUICK, OLDSMOBILE, 
PONTIAC,CHEVROLET automobiles; 
FRIGIDAIRE appliances for refrig- 
eration and air conditioning; 
DELCO lighting, power 
and heating equip- 
ment; GMC trucks; 
BEDFORD, VAUX- 
HALL, OPEL, BLITZ— 


MO 


MOTORS ACCEPTANCE 


GENI 


T 


i 


INSTALMENT 
PLAN 


CORPORATION 


foreign made automotive vehicles. 

The business consists of invest- 
ments in self-liquidating credits, 
widely diversified as to region 
and enterprise, capital employed 
being in excess of $80,000,000. 

In obtaining short term accom- 
modation, GMAC issues one stan- 
dard form of note. This obliga- 
tion it offers to banks 
and institutions, in 
convenient maturities 
and denominations at 
current discount rates. 


RAL 


ORS 


These NOTES are available, in limited amounts, upon request. 
EXECUTIVE OFFICE NEW YORK - BRANCHES IN PRINCIPAL CITIES 


Balaneing Personal Loan Personnel 


WE have tried a method, in the per- 
sonal loan department of The Cleveland 
Trust Company, for striking a balance 
between outside specialists and banking 
employes from our existing personnel, 
and it has worked so satisfactorily that 
I believe it deserves special mention. 
We proceeded on the belief that while 
we undoubtedly needed specialists who 
had never worked in a bank we also 
needed to balance these folks with 
people who knew the bank’s policies, 
spirit, and such work-a-day facts as how 
the books of account tie together. So, 
wherever possible, we put a new man 
and bank man working side by side. 
The specialist trained the bank clerk in 
the specialty which would thereafter be 
their joint responsibility. The bank 
veteran restrained the newcomer from 
over-stepping the banking proprieties; 
reminded him of those facts that might 
not be obvious to someone unfamiliar 
with banking. Now we find these teams 
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are working together in perfect har- 
mony. The new man has learned to 
respect the bank’s traditions, and has 
learned a world of miscellaneous facts 
germane to a city financial institution. 
The trained bank clerk has meanwhile 
absorbed a skill at the specialty so that 
he has become only a little less adept 
at it than the man who has worked at 
that specialty for years.—Kenton R. 
Cravens, Vice-President, The Cleveland 
Trust Company, Cleveland, Ohio. 


© 


I EXPECT my bank to be safe, secure, 
confidential, accommodating, tactful, or- 
derly, systematic, friendly, courteous, 
community minded, efficient, prompt, 
have prestige, encourage thrift, be free 
from governmental competition, and 
that they should be paid for the serv- 
ices which they render to me.—Frank 
T. Egan, Managing Director, Centralia 
Chamber of Commerce, Centralia, Ill. 
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BOOKS for BANKERS 


ENcLIsH THEORIES OF CENTRAL BANK- 
ING CONTROL: 1819-1858. By Elmer 
Wood. Cambridge, Mass.: Harvard 
University Press. 1939. Pp. 250. 
$5.00. 


OF importance to everyone interested in 
money and banking, this book is based 
upon first hand investigation of the ac- 
tual movement of various items in the 
statements of the Bank of England, and 
Dr. Wood has prepared a large number 
of charts showing these movements. 
Contrary to the position taken by most 
modern writers, he concludes that the 
country banks were not in a position to 
thwart control by the central insitution. 

In the matter of gold, he has taken the 
view that the bank, instead of adjusting 
its position to an international gold 
standard governed automatically by 
natural law, managed the international 
standard. Since, however, the bank’s 
management of the standard was not on 
a secure footing, it was only an histori- 
cal accident that it was successful in 
maintaining gold payments as long as 
it did. 

Chapter include: Control Over the 
Country Banks, How the Bank Influ- 
ences the Money Market, The “Modus 
Operandi” and Extent of the Bank’s In- 
fluence on Prices, Open Market and 
Other Security Operations, Discount 
Policy, Bank Reform in Accordance 
with the Currency Principle, etc., dur- 
ing the period from 1819 to 1844. In 
the second section, covering theories 
from 1844 to 1858, chapters include: 
The “Modus Operandi” of the Bank’s 
Influence on the Money Market, Treas- 
ury Operations and Related Factors, 
Theories of International Monetary 
Equilibrium. Later Discussion of the 
Bank Charter Act of 1844, etc. 

The author is professor of economics 
and finance at the University of Mis- 
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souri, and this book is one of the series 
of “Harvard Economic Studies.” 


StupIEs IN INCOME AND WEALTH: Vol. 
III. By The Conference on Research 
in National Income and Wealth. New 
York: National Bureau of Economic 
Research. 1939. Pp. XXIII-479. 
$3.50. 


In Part I of this volume, Charles |. 
Merwin, Jr., reviews critically various 
American studies of the distribution of 
wealth and income by size. Recapitula- 
tions present the salient features of the 
six major wealth distribution studics 
and the eight major income distribution 
studies discussed in detail in the text. 
In Part II, Charles Stewart employs a 
method developed by Fritz Lehmann ‘o 
estimate the distribution of wealth in 
the United States for each of the fifteen 
years, 1922-36, on the basis of Federal 
income and estate tax statistics. Part 
III, by Enid Baird and Selma Fine, 
deals with the use of income tax daia 
in the National Resources Committee 
Estimate of the distribution of income 
by size. 

In: Part IV, R. W. Goldsmith, with 
the assistance of Walter Salant, presents 
estimates of the volume and componenis 
of saving in the United States from 
1933 to 1937. In Part V, Clark War- 
burton compares his estimates of the 
value of the nation’s output of com- 
modities and services with two other 
widely used sets of estimates. Robert 
R. Nathan, of the U. S. Department of 
Commerce, considers the problems in- 
volved in constructing state income es- 
timates in Part VI, and in the cénclud- 
ing part of this book, Paul H. Wueller 
discusses the possibility of using state 
income to measure the relative capa- 
cities of the states as a guide in dis- 
tributing Federal grants. In addition 
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to these seven papers, the book contains 
critical discussions of these papers by 
other participants in the Conference on 
Research in National Income and 


Wealth. 


INVESTMENT Dynamics. A Symposium. 
New York: Fiduciary Publishers, Inc. 
1939. Pp. 152. $1.50. 


THIS symposium, containing a series of 
studies which appeared originally in 
Trusts and Estates magazine, deals with 
the dynamic forces influencing the rate 
o! growth of various industries. Writ- 
ten by men who are authorities in their 
respective fields, these articles give a 
dynamic analysis of economic, social, 
aid technological forces as contrasted 
with the static analysis involved in the 
usual balance sheet and income state- 
ment approach. Industries covered in- 
ciude: building and construction, trans- 
portation, public utilities, retail trade, 
teievision, and chemicals. As expressed 
in the foreword by Adrian M. Massie: 
“The description of the many forces at 
play making for radical and rapid 
change within industry is tremendously 
inieresting. At the same time it be- 
comes almost frightening to one ac- 
customed to the old static (or statistical ) 
methods of investing. For their factual 
information and as illustrative of a 
method of approach to a very important 
phase of investment research, the ar- 
ticles should prove both interesting and 
instructive to anyone faced with the 
serious problems of investing money.” 


Pusuic Poticy. Edited by C. J. Fried- 
rich and Edward S. Mason. Cam- 
bridge, Mass.: Harvard University 
Press. 1940. Pp. 391. $3.50. 


REALIzING that the greatest need in pub- 
lic policy today is for facts intelligently 
interpreted and expressed in terms 
familiar to the layman as well as to 
the scholar, the faculty of the newly 
established Graduate School of Public 
Administration at Harvard University 
is now presenting this, the first of a 
series of annual volumes containing 
contributions from members of the fac- 
ulty and from public officials who have 
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been fellows of the school. The aim 
is to present critical studies of narrow 
segments of public policy which will 
combine the experience and viewpoint 
of the practical administrator with the 
detachment of the scholar. 

The theme of this volume is, in a gen- 
eral way, industrial organization and 
control, but its unity is based not so 
much on a hard and fast framework as 
upon general relationship of all the 
studies to the central topic of govern- 
ment regulation. Among the papers con- 
tained are: Public Policy and the Nature 
of Administrative Responsibility, by 
C. J. Friedrich; Price Policies and Full 
Employment, by Edward S. Mason; In- 
dustrial Markets and Public Policy: 
Some Major Problems, by Donald Wal- 
lace; The Budgetary Experience of 
Great Britain in the Great Depression, 
by George Jaszi; The Problem of Con- 
stitutional Dictatorship, by Frederick 
M. Watkins; The Significance of the 
Government Trust Funds for Monetary 
Policy; and, Some Reflections on the 
Nature of the Regulatory Process, by 
Merle Fainsod. 


FINANCIAL STATEMENT ANALYysIs. By 
John N. Myer. New York: John N. 
Myer, College of the City of New 
York. 1939. Pp. 270. $3.25. 


ALTHOUGH written particularly for col- 
lege and business school courses, this 
book contains much of real interest to 
all engaged in financial statement 
analysis work. The author treats the 
subject as a branch of accountancy 
rather than as an independent subject 
utilizing the product of accounting pro- 
cesses. No attempt is made to provide 
a rigid procedure to be followed in the 
analysis of all financial statements, but 
rather to point out the essential analyti- 
cal tools so that those most helpful may 
be easily and wisely chosen in any par- 
ticular case. 

Chapters are devoted to: Financial 
Statement Analysis—Its Significance 
and Development, The Nature and 
Limitations of Financial Statements, 
Common Defects in Financial State- 
ments, Analysis of Two Successive Bal- 
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ance Sheets, Analysis of Two Successive 
Profit and Loss Statements, Analysis of 
a Series of Three or More Statements, 
Analysis of Financial Structure, Inter- 
pretation of the Measurements, Struc- 
tural Standards, and Sundry Measuring 
Services. The book contains many help- 
ful charts and illustrations of forms, 
and considerable laboratory material di- 
vided into fourteen assignments for 
students. 


Tue LETTERS OF AN INVESTMENT Coun- 
SEL TO Mr. AnD Mrs. JoHN SMITH. 
By H. G. Carpenter. New York: 
Harper & Brothers. 1940. Pp. 197. 
$2.50. 


WritTEN by the author of the book “A 
Successful Investor’s Letters to His 
Son,” this volume follows the same 
unique treatment of the subject and ex- 
tends the scope of the advice to include 
all classes of investors, aggressive and 
conservative, men and women, wealthy 
and those of moderate means. 

The letters are divided into four 


groups: (1) the major problems of in- 
vestment management and the impor- 
tance of adopting an investment pro- 


gram to the investor’s own particular 
circumstances, objectives and _prefer- 
ences; (2) the differences between ten 
sources of “investment counsel,” the 
most satisfactory and convincing method 
of determining the competence of an ad- 
viser, a comparison of six different 
methods of investment management; 
(3) an explanation of true and conven- 
tional conservatism in the management 
of investments and an examination of 
nine mistakes investors make most fre- 
quently; (4) an outline of the treatment 
of seven different classes of investment 
accounts, the planning of estates, draw- 
ing wills, creating trusts, etc. 


GOVERNMENT AND Economic Lire. By 
Leverett S. Lyon, Myron W. Watkins, 
and Victor Abramson. Washington, 
D. C.: The Brookings Institution. 
1939. Pp. 519. $3.00. 


ANALYZING governmental activities 
which have been applied to American 
life, this book constitutes an interpreta- 
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tion of public economic policy in this 
country today. Trends and current is- 
sues are discussed in the light of the 
economic forces and governmental ac- 
tions which have influenced and condi- 
tioned them. 

No attempt has been made to label 
each line of action discussed as “sound” 
or “unsound.” Instead, an effort is made 
to interpret developments and indicate 
trends. In the final chapter, the change 
in emphasis of governmental purpose is 
pointed out, the new methods utilized 
by government are discussed, and the 
changes in social criteria which these 
shifts imply. 

Chapters are devoted to: Basic Con- 
cepts, Conditioning Factors in America, 
Plan of the Study, Organizational Forms 
for Business Enterprise, Bankruptcy anil 
Reorganization Procedures, A Monetary 
Mechanism, Mechanisms to Adjust 
Labor Disputes, The Maintenance of 
Competition in Business Enterprise, The 
Plane of Competition in Business En- 
terprise, Concerted Action Among 
Workers—The Problem; Responsibility, 
Incorporation, and Legal Status of 
Agreements; Terms and Conditions of 
Employment, Interpretation and Impor- 
tant New Developments, etc. 


THE EcoNoMICcs OF A DECLINING Popv- 
LATION. By W. B. Reddaway. New 
York: The Macmillan Company. 
1939. Pp. 270. $2.50. 


ALTHOUGH written from the English 
viewpoint—being based largely upon 
conditions in Great Britain—this book 
contains much of interest to American 
readers. It is virtually certain that the 
population of this country will soon de- 
cline, and this book proceeds to discuss 
the effects on unemployment, the budget, 
national debt, national income, interna- 
tional trade, etc. He also presents vari- 
ous thought-provoking conclusions. 
Chapters include: Population Fore- 
casting, The Present Position in Great 
Britain, Unemployment, The National 
Income, Public Finance, International 
Trade, etc. The author formerly worked 
in the economics and statistics section 
of the Bank of England, was sent to 
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Russia to investigate the financial sys- 
tem, and in 1938 was elected to a fel- 
lowship at Clare College, Cambridge. 


Frnancinc Economic SECURITY IN THE 
Unitep States. By William Withers. 
New York: Columbia University 
Press. 1939. Pp. 210. $2.75. 


[x this important study of the financing 
of relief and social security, the author, 
who is assistant professor of economics 
at Queens College, provides: (1) an 
outline of the history of relief finance 
since 1933, giving the amounts spent, 
the types of programs on which this 
money has been spent, the distribution 
of the funds among the states, the 
sources of revenue from which the funds 
were derived, and the costs of admin- 
istration; (2) a discussion of the eco- 
nomic effects of these large expenditures 
for relief and social security; (3) an 
aiiswer to the question which is of grow- 
ing public interest—can we afford these 
large expenditures?; (4) an outline of 
an ideal system for the procurement and 
distribution of security funds and an 
analysis showing the relationship be- 
tween the various factors which must 
be considered and the future of capital- 
ism in the United States. 


Business CYCLES IN THE UNITED STATES 
OF AMERICA: 1919-32. By J. Tin- 
bergen. New York: Columbia Uni- 
versity Press. 1939. Pp. 244. $1.25. 


Tuts volume presents an excellent statis- 
tical analysis of the American cyclical 
problem in the post-war period. It is 
a publication of the Economic Intelli- 
gence Service of the League of Nations, 
and a follow-up on Professor Von Hab- 
erler’s work, “Prosperity and Depres- 
sion,” which examined the various the- 
ories of the business cycle with a view 
to determining their points of similar- 
ity and divergence. Using elaborate 
statistical techniques, the author de- 
velops forty equations typifying the 
inter-relationships of the American 
economy. From this analysis he draws 
certain interesting conclusions which 
are at variance with other leading 
schools of economic thought. For ex- 
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ample, he holds that: “. . . the evidence 
does not seem to support any view ac- 
cording to which influences in the field 
of money are the chief factors in the 
business cycles considered.” 

Professor Tinbergen concludes his 
complex statistical investigation with 
the thought that while a depression is 
an outgrowth of a preceding boom, it 
may be mitigated if not prevented en- 
tirely by modifications of the economic 
structure of society, such as price stabil- 
ization measures or by _ so-called 
“shocks,” as the veteran bonus payment 
in 1936. 

The study is oi particular interest to 
the advanced student of statistics. 


JOURNAL AS AMBASSADOR TO GREAT 
Britain. By Charles G. Dawes. New 
York: The Macmillan Company. 
1939. Pp. 442. $5.00. 


Descrisinc from the inside the tre- 
mendous problems confronting the 
world during his ambassadorship to 
Great Britain from 1929 to 1932, Gen- 
eral Dawes relates much of interest as 
a background to the world situation to- 
day. The story of England’s fight to 
retain the gold standard and, after its 
abandonment, to moderate the unsettling 
effect upon British and international 
trade; a detailed account of the Naval 
Conference of 1930; of the codperation 
of the United States with the Council 
of the League of Nations in the Man- 
churian crisis, and of other critical situ- 
ations in which America and Great 
Britain were concerned then and now 
are related. 

In 1931 General Dawes, as a budget- 
ary expert, made a report to the Prime 
Minister and Chancellor of the Ex- 
chequer, advising the establishment of 
the American coérdinating service in the 
British treasury and accounting system, 
which was presented by Lord Stamp to 
the Royal Commission on the Civil Serv- 
ice and unanimously recommended by 
them to Parliament for adoption. This 
report and Lord Stamp’s presentation 
are included in General Dawes’ book, 
and are of current interest since Lord 
Stamp has recently been appointed by 
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Prime Minister Chamberlain to institute 
and head a system of coérdination of 
the British governmental services. 

In this book, which is well illustrated, 
the reader also meets many of the po- 
litical and other leaders of that period, 
including: Dwight Morrow, Thomas La- 
mont, Tardieu, Ramsay MacDonald, 
Hugh Gibson, Pershing, Briand, the 
then Prince of Wales, Hoover, Stimson, 
etc. Some of Prime Minister Mac- 
Donald’s letters are classics in charm, 
delicacy and friendship, and serve to 
round out the General’s intimate and 
affectionate portrait of the man and 
statesman. 


New EncLanp CoMMUNITY STATISTICAL 
ApsTRACTs. Boston: Bureau of Busi- 
ness Research, Boston University Col- 
lege of Business Administration. 1939. 
Pp. 368. $3.50. 


THESE abstracts bring together in con- 
densed form statistical data regarding 
New England’s leading trade and indus- 
trial centers, collected from many 
sources and arranged in convenient 
form for quick reference and compari- 
son. Prepared for the Industrial De- 
velopment Committee of the New Eng- 
land Council, they are designed to aid 
business executives in selecting loca- 
tions for factories, stores, warehouses, 
and branch offices. They also provide 
valuable data for use in market studies; 
in determining market potentials, plan- 
ning sales territories and quotas, ap- 
praising financial investments, etc. The 
abstract for each community places be- 
fore the reader, in a two-page spread, 
the significant data needed in analyzing 
and evaluating a community, its indus- 
tries, its retail and wholesale trade, or 
its other economic factors. 


GOVERNMENT AND Business. By Ford 
P. Hall. New York: McGraw-Hill 
Book Company. 1939. Pp. 455. 
$4.00. 


In this new second edition the author, 
professor of government at Indiana Uni- 
versity, gives a comprehensive, logical 
analysis of the problems of government 
control of business, government aid of 
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business, and government ownership and 
operation of business in the United 
States. This edition has been consider- 
ably enlarged and revised to cover the 
tremendous extension of government 
control of business which has taken 
place in the past few years. 

Chapters include: Constitutional Limi- 
tations Upen the Control of Business, 
TheCommerce Clause of the Constitution, 
Methods of Control, Types of Regula- 
tion, Regulation of Railroads, Regula- 
tion of Motor Busses and Trucks, State 
Control of Public Utilities, Federal Con- 
trol of Public Utilities, Federal and 
State Control of Banking, State Control 
of Insurance Companies, Control of 
Business Under the Antitrust Laws, The 
Control of Business by the Federal 
Trade Commission, Regulation of Secu- 
rities, Regulation of Business Through 
Taxation, Administration of Bankruptcy, 
Government Aid to Business, Federal 
Government Ownership and Operation, 
State Government Ownership and Qp- 
eration, Municipal Ownership and Op- 


eration, etc. 
© 


BOOKLETS 


Bustness Man—Wuat Now? By W. Clen- 
ent Moore. Philadelphia: Associated 
Management Service. 1939. Pp. 63. $1.00. 


ConTAIntnG considerable material used in 
addresses before various clubs, chambers of 
commerce, etc., this booklet was prepared 
as an aid in solving various troublesome 
business problems. Chapters include: In- 
visible: Masters of Your Business, Some of 
the More Commonly Discussed Problems of 
the Business Executive, Fair Profit Margins 
Beget Industrial Stability, Waste and Debt 
as Public Enemies, “I Know My Costs?,” 
A Knowledge of Costs Measures the Busi- 
ness Dollar, How to Use Scientific Control 
Charts for Price and Estimating Control, 
etc. 


Power Capacity to Meet Nationat NEEDS. 
By Natural Resources Production De- 
partment. Washington, D. C.: Chamber 
of Commerce of the U. S. 1939. Pp. 22. 

Tuis report covers the subject of the power 

industry’s capacity to meet national needs, 

and was compiled from published statements 
of power expansion programs and from in- 
formation made available by both govern- 
mental and private agencies to the Natural 


.Resources Production Department of the 


Chamber of Commerce of the U. S. 
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Know Your 
SAFE DEPOSIT COSTS 


By James G. MANCHESTER, Jr. 
Manager, Safe Deposit Department, Central Savings Bank, New York City 


E all know the commercial banks, 

and the savings banks too, are go- 

ing into the matter of costs. With 
the shrinkage in income we have been 
receiving from our various investments 
it becomes more and more necessary 
that every service rendered stand on its 
own feet. 

I was rather interested in noting that 
John J. Driscoll, Jr., recently remarked 
that it was impossible to operate a safe 
deposit vault unless a minimum of $5 
for the small sized box was received. 

This interested me particularly be- 
cause, in October, 1937, at Central Sav- 
ings Bank, we were obliged to increase 
our rates for the small box from $3 to 
$4.50, plus the tax—in other words, to 
$4.95 from $3.30. At the time it was 
done, I was told: “You are going to 
ruin the vault. You are going to lose 
thousands upon thousands of boxes.” 
Nevertheless, my superiors saw it from 
the same angle that I did, and today we 
are very happy that we did raise the 
rates. 

With the trend in business being as 


In this portion of his remarks 
before a recent meeting of the 
New York State Safe Deposit 
Association, Mr. Manchester 
stresses the need for cost an- 
alysis, and outlines his bank’s 
favorable experience with in- 
creased safe deposit rental rates. 


it has been since December of 1937, 
particularly with the new depression, 
so-called recession, or whatever you 
want to call it, we have seen boxes go, 
as everybody else has. Today we liave 
a great many less boxes rented than we 
had at the peak of 1937, or 1936. But, 
we have the one satisfaction that with 
this loss in boxes our income today, to 
be used for operations, is running ap- 
proximately $7,000 a year ahead of 
what it did when we had probably 1.500 
more boxes rented. 


Saving on Activity 


Even our clientele has changed. Our 
access activity, naturally, dropped off 
but it seems to have hit that class of 
people who made a habit of using the 
coupon room as an office for the trans- 
action of their own personal business, 
where they came in three, four, and five 
times a day. Today, instead of running 
360 to 400 accesses, we run in the 
neighborhood of 235 to 260. That isa 
saving on wear and tear. 

I think it behooves every one of us, 
particularly now when things are as 
they are, to make an analysis of all 
our costs. In nearly every case none 
of us pay rent [for safe deposit depart- 
ment space]. What is the value of the 
space we are using? Certainly the in- 
stitution is entitled to something for the 
space that we use. There is the depre- 
ciation of our equipment, and a good 
many of us have many hundreds of 
thousands of dollars tied up in vaults. 
Certainly we ought to be able to earn 
a depreciation on that, too. 
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The Banks and 


AGRICULTURAL LOANS 


By Water S. CoTHRAN 
Vice-President, National City Bank, Rome, Ga. 


T the end of February, 1938, the 
A various agencies of the Farm 
Credit Administration had out- 
standing loans of $3,283,000,000, which 
inc!uded $147,000,000 of loans of Pro- 
duciion Credit Association, whose mem- 
bers formerly borrowed from the coun- 
try banks. At the same time, according 
to the Bureau of Agricultural Economics 
of tae U. S. Department of Agriculture, 
the total of agricultural loans of com- 
mercial banks in the United States de- 
clined from $5,317,000,000 in 1921 to 
$1,230,000,000 in June, 1937. You need 
no jurther evidence to show where the 
bulk of the country banks’ loans have 
gone, and with them have gone a great 
deal of profits to which country banks 
are entitled. 

Personal and collateral loans to 
farmers by banks declined from $3,869,- 
000,000 in 1921 to $726,000,000 in 
1937. It is evident, therefore, that in 
the field of short and intermediate term 
agricultural paper, the Production 
Credit associations will furnish the most 
severe competition to commercial 


banks. 
Farm Loan Factors 


But as I see the situation, the all- 
potent factor which will determine 
whether or not commercial banks will 
regain their proportion of farm loans 
is not the rate of interest charged, pro- 
vided it is reasonable, but it is the care- 
ful investigation, the thoughtful judg- 
ment, and the personal attention as to 
the use of proceeds which must be used 
by the banker in making the loan. The 
bank does the farmer a harmful injus- 


tice when it makes to him an excessive 
loan, one greater than he can profitably 
use with the land and equipment he has 
to work with. Too often, in determin- 
ing the amount of the loan, the banker 
uses the yardstick of collateral, instead 
of need and of ability to repay. If your 
bank handles an appreciable amount of 
agricultural paper it is of great advan- 
tage if your lending officer knows prac- 
tical farming, first for the safety of the 
loan in avoiding an excess, and second, 
in order to see that the proceeds are 
used by the farmer in such manner as 
will benefit him most, and improve his 
financial condition. 

May I impress upon the country 
bankers their great importance in the 
field of agricultural financing by giving 
these figures: According to the last sur- 
vey available to me, about 84 per cent 
of all insured commercial banks are lo- 
cated in towns of less than 15,000 popu- 


‘Since the farmer prefers to 
secure his financing from his 
friend and neighbor at his home- 
town bank, then this banker, in 
order to fulfill his duty to his 
community, as well as to his 
shareholders, must meet his com- 
petition by rendering an equal 
or a superior service in furnish- 
ing properly directed credit to 
his farmer borrower,’’ says Mr. 
Cothran in the accompanying 
portion of his recent address be- 
fore an ABA Regional Confer- 
ence. 
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lation, and 74 per cent of agricultural 
loans of all commercial banks were held 
by banks in towns of less than 15,000 
population. So you see, the country 
bankers in the smaller towns must real- 
ize that agricultural loans are chiefly 
their problem. You will appreciate a 
further responsibility when you consider 
that during the period from 1921 to 
1936, 12,378 banks, located in towns 
of less than 10,000 population, mostly 
in agricultural communities, closed their 
doors. And this number constituted 
more than half of the total number of 
banks in such towns which were in op- 
eration in 1920. 


The Real Answer to Competition 
The problem: With the number of 


banks in the smaller towns, mostly in 
agricultural sections, reduced to half of 
what they were twenty years ago; with 
competition for agricultural paper 


vastly increased through lending agen- 
cies with great reservoirs of funds and 
with Federal blessing, and in most in- 
stances, you must admit, with excellent 
supervision of the farming methods of 
the borrowers; with banks everywhere 
seeking loans which will employ their 


funds to advantage; 

The answer: Since the farmer prefers 
to secure his financing from his friend 
and neighbor at his home-town bank, 
then this banker, in order to fulfill his 
duty to his community, as well as to his 
shareholders, must meet his competition 
by rendering an equal or a superior 
service in furnishing properly directed 
credit to his farmer borrower. And 
agricultural credit can best be directed 
by a sympathetic and thorough and 
studied understanding of the farmers’ 
problems and needs. 

Banks have been censured for not 
making loans, especially agricultural 
loans. It is not sufficient that we reply 
that, not having any taxing powers, we 
could not restore our depositors’ money 
when we made loans which we knew in 
advance we could not collect. The real 
answer is this: Use the three funda- 
mental principles, namely, require a 
live-at-home policy of diversified farm- 
ing; require a program of soil conserva- 
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tion and soil-building; and give to each 
borrower the benefit of your personal 
interest and advice and counsel. By 
doing this you will constantly increase 
the number of farmers to whom you can 
lend money knowing in advance that 
you will collect it. 


Summary 


May I summarize in these four sug- 
gestions: 

1. Meet the competition of Produc- 
tion Credit associations and other agen- 
cies by adopting some of their policies 
which permanently benefit the borrower. 

2. Study the needs of each individual 
farmer who applies to you for a loan. 

3. When you take agricultural paper, 
know what you are doing for the farmer 
as well as for your bank. 

4. Improve the type of your agricul- 
tural paper by seeing to it that the funds 
are used as part of a planned, long- 
time program for the betterment of the 
farmers’ agricultural, economic, and 
social condition. 

This constitutes “the twain mile of 
greatness” in your dealings in agricul- 
tural loans. 

® 


A GerMaAN historian, Dibelius, has made 
this statement about Great Britain: 
“She is the single country in the world 
that, in looking after her own interest 
with meticulous care, has at the same 
time something to give to others. The 
single country where patriotism does not 
represent a threat or challenge to other 
countries.” That is the essence of de- 
mocracy. That is not only a good stand- 
ard for a country but for an institution 
or a business as well. I can think of 
no better ideal for which banking may 
strive, and I believe is striving, than 
that in being loyal to, and fighting mili- 
tantly for, our banking system as it ex- 
ists today. We shall represent no 
threats to other elements of our eco- 
nomic and social life; we shall look 
after our own interest with meticulous 
care, but at the same time we shall have 
something to give to others.—E. S. 
Woosley, Vice-President, Louisville 
Trust Company, Louisville, Ky. 
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Small Business Needs Credit 


By James M. Meap 


U.S. Senator from New York 


ODAY, the situation confronting 

small business is nothing less than 

downright desperate. Here is a 
cause that demands prompt champion- 
ship by Federal legislation if ever one 
did. With national industrial prosperity 
predicted for 1940 by every economic 
expert, you may well ask why. Any 
small businessman can answer your 
question. The answer is that, after ten 
years of credit famine, low earnings, 
end intensifying competition, he is not 
in a position to participate in the cur- 
rent upward industrial swing. His in- 
ventories are low; his surplus funds are 
negligible; his machinery is antiquated; 
he needs long-term capital and credit 
in order to purchase supplies, to meet 
pay rolls, to buy new equipment, to 
modernize and to improve his plant 
production, to solicit new orders and to 
meet his big business competitor in the 
price field. It is right at this point that 
he finds he has met his Waterloo. Long- 
term, low-interest rate credit, without 
which he cannot hope much longer to 
survive, is difficult if not impossible to 
find. Stymied by a short-sighted, in- 
sidious credit barrier, he is frequently 
condemned to a painful, lingering, but 
inevitable, failure. 


Local Bankers Hampered 


Let me make it plain that I do not 
lay the entire blame on the doorstep of 
the local commercial banker. Today, 
I feel that he is the most potent force 
combatting this repressive influence that 
stifles the very life of small business. 
Lately there has been a steady trend to- 
ward more sympathetic consideration 
by the commercial banker for the “little 
fellow.” 


Let it be said at this point that I 
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have thought for a long time that our 
banks have been hampered in their ef- 
forts to meet current business loan de- 
mands by what might be termed a 
triplication of bank examinations. Al- 
though this view is not shared by many 
in authority, the question continues to 
arise as to the justification for over- 
lapping bank examinations by the 
FDIC, the state banking departments, 
and the Federal Reserve System. It 
would seem practical, economical and 
efficient to provide a more simplified 
system which would accomplish the 
supervisory purposes of the Government 
and, at the same time, relieve a great 
portion of the detail and red-tape of 
which the banks now complain. 


A two-fold program which would in- 
clude legislation to supplement the 
present efforts of commercial banks to 
extend term-loans to industry and which 
would simplify and diminish the exist- 
ing repetitious regulations upon our 
banks appeals to me to be a sensible 
proposition. 

The banks are tremendously eager to 
put their excess reserves to work. But, 
of course, it is absolutely necessary that 
only sound, legitimate loans be made. 
A bank’s obligations to its depositors 
demand that a high degree of liquidity 
be preserved at all times. The degree 
of risk involved in the extension of a 
long-term loan to a small enterprise 
often makes such a loan unattractive to 
the prudent banker and, in many in- 
stances. rightly so. Particularly has 
this circumstance obtained during the 
past decade. As a result, the banks 
have largely frowned on long-term 
loans which would have served to bail 
out hundreds of small businesses and 
instead have concentrated on discreet 
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although relatively unprofitable invest- 
ments. This is shown by the fact that, 
over the last ten-year period, while 
bank loans have shrunk 50 per cent, 
bank investments have jumped 70 per 
cent. 


RFC and FR Loans 


In an effort to supply the long-term 
loans unavailable at banks, the Federal 
Government, in 1934, through the fa- 
cilities of the RFC, sought to meet all 
unsatisfied legitimate credit needs of 
business. 

However, to the average business ap- 
plicant, the RFC proved to be no better 
than a private lending agency. Thou- 
sands of loans were extended but, in 
the great bulk of cases, the terms de- 
manded were too stringent for the ap- 
plicant to meet. 

The Federal Reserve banks, in 1934, 
were given closely restricted authority 
to grant term loans to business for 
working capital purposes only. They 
have made good in this small field but, 
of course, have lacked authority to 
widely. assist in relieving the credit- 
suffocation of small business. 

If a practical, effective, decentralized, 
and convenient method for the provi- 
sion of legitimate long-term, low-interest 
rate loans by local commercial banks 
can be adopted it will mean, in my 
judgment, the salvation of small busi- 
ness in this country. I am proposing 
such a method and I am urging its ap- 
proval at this session of Congress. 


Mead Bill Plan 


Very briefly, my plan proposes a 
broadening of the present industrial 
lending powers of the Federal Reserve 
System. I would establish an Industrial 
Loan Corporation as an integral part 
of the Federal Reserve System. This 
corporation could extend financial as- 
sistance to commercial or industrial 
businesses by acquiring their notes, de- 
bentures, bonds, or similar obligations; 
by purchasing preferred stock in such 
businesses, or by making commitments 
to acquire such obligations. These ad- 
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vances could have a maturity up to ten 
years and would be principally aimed 
at assisting concerns needing term-loans 
of five years or more. 

The plan calls for the setting aside 
of an amount not exceeding 25 million 
as an insurance fund for insuring banks, 
whose deposits are insured by the 
FDIC, against losses which such banks 
might sustain on future loans to busi- 
nesses. 

This plan will require no additional 
appropriation nor further indebtedness 
on the part of the Government. The 
capital and surplus of the proposed cor- 
poration would be supplied from funds 
already set aside for the purpose of 
assisting Federal Reserve banks in mak- 
ing industrial loans. 

In arriving at this legislative solution 
to the small businessman’s problem, I 
have steadfastly insisted that no new 
bureau of Government be created, that 
the Government must not stand to lose 
a cent in the application of the law, and 
that the initial control of credit must 
remain in the hands of the local banks 
where it properly belongs. 

I consider this a logical, sensible 
plan because it will utilize the existing 
facilities of the Federal Reserve banks 
and their branches. Loans will be made 
and passed upon locally where local 
community conditions are understood 
and appreciated. Loans will be made 
quickly and without the consumption of 
time and red-tape. Long-term loans 
will be encouraged and provided. The 
real concrete needs of small business 
will be recognized and promptly met. 
—From a recent radio address over the 
Columbia Broadcasting System. 


© 


Every customer is entitled to an ex- 
planation when he is refused a loan. 
That is good psychology and sends the 
customer away feeling at least that the 
bank has given every consideration to 
his problem and that it was not possible 
to meet his demands in the manner in 
which he expected they should be met. 
—Ernest E. Smith, President, Smith Oil 
and Refining Company, Rockford, IIl. 
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Easy Money and 


SAVINGS INTEREST RATES 


By WituaM S. ELLIoTT 
President, Bank of Canton, Canton, Ga. 


ASY money and abnormally low 
rates on loans and investments 
have resulted in a great decrease 

i: the rates paid on savings accounts, 
which constitute a substantial backlog 
in the deposits of commercial banks and 
‘the total deposits in savings banks. 
Coupled with the competition of Gov- 
ernment-sponsored agencies there has 
developed a problem for banks as dif- 
ficult as it is unfair. Where, in the 
oid days, interest on savings deposits in 
a commercial bank ranged from 2 to 4 
per cent, the rate has fallen until today 
it ranges from nothing to 214 per cent. 
Few banks pay over 2 per cent nor can 
they well afford to pay that. If we as- 
sume an average reduction of 2 per 
cent in the rate on interest on 26 billions 
of savings deposits in the last decade, 
we have a loss to the millions of these 
thrifty customers of $520,000,000 per 
annum. 

While competition in lending has 
been a factor in reducing lending rates 
to abnormally low levels, competition 
under Government auspices has been a 
definite factor in maintaining higher 
than justifiable rates on savings in many 
localities. The Postal Savings System, 
designed originally to coax money out 
of hiding and not to compete with regu- 
lar banks, has continued its active com- 
petition even since Federal Deposit In- 
surance has been placed behind prac- 
tically every bank deposit up to $5,000. 
At the end of August, 1939, total de- 
posits in the System amounted to 
$1,271,000,000, which was, I believe, 
the highest on record. 

Federal Savings and Loan associa- 
tions threaten to become a “third bank- 


ing system” if some recent proposals 
become effective. They are factors of 
no small importance affecting interest 
rates on deposits. These associations 
operate under supervision of the Fed- 
eral Home Loan Bank Board, and while 
their loanable funds are secured by the 
sale of their shares to the public and 
by borrowing from the parent organiza- 
tion, the whole picture encourages the 
belief on the part of the public that in- 
vestment in their shares is similar to 
the deposit made in a savings depart- 
ment of a bank. Additional color is 
lent to this impression by the existence 
of the “Federal Savings and Loan In- 
surance Corporation” for the condi- 
tional insurance of their shares. “In- 
terest” (dividends) paid on their shares 
has been announced at varying rates, 
usually substantially higher than the 214 
per cent maximum allowed to be paid 
by banks. Sometime ago in a Georgia 
town I saw one Federal Savings and 
Loan Association which advertised on 
its window “4 per cent paid on sav- 
ings,” while two blocks farther along 
the same street was the sign of another 
association which said, “5 per cent paid 
on savings.” Naturally, these associa- 


‘“Low rates encourage extrava- 
gance, whether the borrower be 
a lowly individual or the most 
powerful government,’’ points 
out Mr. Elliott as he discusses 
the fallacies of abnormal interest 
rates in the accompanying por- 
tion of his recent ABA Regional 
Conference address. 
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tions are a factor in holding up rates 
paid on savings accounts in the various 
communities in which they operate. At 
the end of September, 1939, there were 
1,394 Federal Savings and Loan asso- 
ciations in operation, and they had ag- 
gregate loans outstanding to the amount 
of $1,206,887,000, according to esti- 
mates furnished by the Federal Home 
Loan Bank Board. 


Abnormal Interest Rate Fallacy 


There are other factors which control 
interest rates in more or less degree, 
which I have not time to mention here. 
The more closely lending rates and pay- 
ing rates on deposits approach each 
other the harder the individual bank 
will find the way of solvency and suc- 
cess. Competitive feeling between two 
or more banks in a given community 
which prevents them from agreeing 
upon a salutary reduction in rates on 
savings is a factor in some localities 
and is as foolish as it is hurtful. Bitter 
competition in lending, particularly in 
smaller towns, may tend to reduce rates 
on loans below a fair or necessary level. 
Wealthy citizens in some towns compete 
in the lending field with the very banks 
in which they have a pecuniary interest. 
By the way, I may say also that if your 
big city correspondent comes out into 
your territory and offers one of your 
best customers money at 2% or 3 per 
cent when you have been charging him 
5 or 6, that would be a factor in your 
particular interest rate problem. Of 
course, that is never done! I want to 
comment for a moment upon the fallacy 
of abnormal interest rates before I close, 
though I realize that a banker may be 
misunderstood when he refers to such 
a question, particularly when he criti- 
cizes abnormally low rates. 

Rates that are too high check develop- 
ment and work a hardship on not only 
the borrower but upon the community 
as well, and upon the taxpayer if the 
borrower is a Federal or local govern- 
ment. Rates have been too high at 
times in sections of our country. On 
the other hand rates of interest that are 
too low are hard on the lender and may 
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operate to the disadvantage of the bor- 
rower as well. Low rates encourage ex- 
travagance, whether the borrower be a 
lowly individual or the most powerful 
government. Six-tenths of 1 per cent 
per annum is next to no interest at all. 
At that rate we are next door to non- 
interest bearing greenbacks, authoriza- 
tion for the issue of $3,000,000,000 of 
which is now on the statute books. There 
is considerable sentiment against the 
United States Government’s paying in- 
terest on borrowed money. “Why not 
save the interest and issue currency in- 
stead of bonds?” these people say. One 
great benefit derived from a reasonable 
borrowing rate is the limit that is 
thereby placed upon expenditures. In- 
terest is a finger always pointing to the 
necessity of a balanced budget. When 
the interest charge reaches a figure next 
to nothing there is no danger signal left 
that is at all compelling. And once 
paper currency supplants interest-bear- 
ing bonds currency inflation will be 
here. 

I have not time to refer further to 
the hardship on savings depositors, nor 
to the millions of insurance-policy hold- 
ers, and the people who invest in Gov- 
ernment bonds for their livelihood. 
These people include stockholders in 
banks, and all of them are entitled to a 
reasonable return on the wealth which 
they have labored for and saved. With- 
out a reasonable return their spending 
is reduced, their buying power is cur- 
tailed, their needs are unsatisfied and 
the goods they normally would buy are 
left upon the merchant’s shelves. Last- 
ing prosperity was never built upon a 
non-interest-bearing, irredeemable, un- 
limited currency, but is based upon the 
production of wealth, equality of op- 
portunity, and the protection of the citi- 
zen and his property by a government 
in which he has confidence and in an 
environment where he is unafraid. This 
confidence of the citizen, if it be wholly 
restored, will not be signalized by the 
vanishing rate of interest on a Govern- 
ment bond but by a revival of business 
activity and the smoke from a thousand 
factories whose fires have been extin- 
guished by universal fear. 
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THE GOLD PROBLEM 


By Winturop W. ALpRICH 
Chairman of the Board, The Chase National Bank, New York City 


HE influx of gold into the United 


States is far from an unmixed bless- 


ing. 

It enlarges the deposits of the banks 
of the country beyond their present 
power to make use of them. This is to 
be seen most vividly in the continued 
erowth of the member banks’ deposits 
with the Federal Reserve banks. Dur- 
ing the year just past the reserve de- 
posits of member banks increased by 
nearly three billion dollars. This in- 
crease came at a time when the mem- 
ber banks already had on deposit at the 
Federal Reserve banks more funds than 
they were required by law to keep there, 
even though the reserve requirements 
were nearly double what the law and 
regulations formerly imposed. In con- 
sequence, the reserve balances in excess 
of requirements now amount to over five 
billion dollars. In the case of the Chase 
National Bank, the excess reserves, 
which have had a tendency to run at 
about 10 per cent of the excess reserves 
of all member banks, have been amount- 
ing to about half a billion. 

Now, it goes without saying that every 
bank in the country possessing excess 
reserves is under pressure to make use 
of them. This pressure comes not only 
from political spokesmen but from the 
self-interest of the banks themselves. 
Banks, above everything else, are mer- 
chants of credit, and like other mer- 
chants the chance to cover expenses and 
to make profits depends upon the 
amount of merchandise they dispose of, 
and the price at which they dispose of 
it. But for several years past, the de- 
mand for credit has been subject to 
shifts and changes, with the result that 
the traditional users of bank credit at 
this time require relatively little. This 
tendency, together with the increasing 


supply of bank credit, has forced down 
rates of interest in recent years to the 
lowest level in American banking ex- 
perience. This result, one is free to 
admit, has been advantageous for the 
time being to the one great user of bank 
credit, the Federal Treasury, for it has 
furthered deficit financing at minimum 
rates, and has made commercial banks 
the principal holders of Treasury obli- 
gations at both long and short term. 
But what about the country as a 
whole? With excess reserves at the 
five billion mark, a simple process of 
figuring shows what could happen on 
the basis of expansion possibilities as 
they exist. If these excess reserves 
should progressively pass into the form 
of loans and so in turn into the form 
of bank deposits, they could produce an 
expansion of bank credit by fifteen to 
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twenty billion dollars without bringing 
into play the further expansion ca- 
pacities inherent in the Federal Reserve 
System. No one can doubt that such 
a growth of bank credit would lead once 
more into a violent expansionary pro- 
cess, with its familiar accompaniments 
of speculation, a rising cost of living, 
and at the end, deflation. 

As long as the war lasts, and prob- 
ably for some time afterwards, the 
chances are that gold will continue to 
flow to the United States. There are 
substantial gold deposits of foreign cen- 
tral banks already held under earmark 
in this country which will tend to be 
released into our monetary gold stock 
as war orders are paid for. The new 
imports are likely to come not only 
from the gold reserves of foreign cen- 
tral banks, but from the newly mined 
gold of the world. Altogether the new 
additions to the American monetary 
gold stock are apt to follow the prece- 
dent of recent years and exceed the en- 
tire annual gold production of the 
world. No wonder, therefore, that 
many ingenious minds have been at 
work devising means whereby the men- 
ace of this rising gold stock can be 
minimized. 


Return Gold to Circulation 


The wise course seems to be to be 
the following: We should remove as 
promptly as possible the present pro- 
hib‘tions and restrictions on the’ private 
possession of gold. We should resume 
specie payments, coining gold again and 
putting gold coins back into circulation. 
At the same time, gold certificates should 
be reinstated for the convenience of 
those who do not wish to use or hold 
sizable amounts of gold coin. New im- 
ports of gold should be paid for in gold 
coin or negotiable gold certificates and 
the circulation of gold and gold. cer- 
tificates should be encouraged. ; 

It is altogether probable that if gold 
were to be put back in circulation in 
the manner suggested, much would go 
out of sight in the private holdings of 
the people. _ To the extent that gold, in 
the form of coin or gold certificates, 
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went out of sight or remained in gen- 
eral circulation, it would form a ready 
emergency reserve for future use. There 
have been many instances in monetary 
history where’ a gold circulation has 
proved its usefulness in times of na- 
tional crisis. And at this time such 
gold as stayed out of circulation in pri- 
vate possession would reduce propor- 
tionately the menace of excess reserves. 


Possible Further Steps 


But it cannot be maintained that the 
procedure outlined above would relieve 
the American economic system entirely 
from the impact of further gold im- 
ports or from the expansive power cf 
excess reserves. To deal with that dan- 
ger it may be necessary to take further 
steps. When we shall have had time to 
see the effects on our gold stock of re- 
vived specie payments, Congress miglit 
well consider granting power to the 
Board of Governors of the Federal Re- 
serve System to raise reserve require- 
ments beyond the limits now authorized 
by law. But any power so granted 


‘should not be susceptible of use to an 


extent greater than that needed to reduce 
excess reserves to manageable propor- 
tions.—From the annual report to share- 


holders of The Chase National Bank. 
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SMALL (?) BUSINESS FINANCING 


WE have heard a great deal recently 
about the financial needs of small busi- 


ness. Intensive propaganda is issuing 
from Washington to indicate that the 
small business man cannot get credit 
and proposals are heard to use the tax- 
payers’ money through a system of 
Government banks to extend credit to 
small business firms. And yet pending 
legislation for this purpose provides for 
loans up to one million dollars. 1 
wonder if a business entitled to one mil- 
lion dollars of loans is a small business! 
—Philip A. Benson, President, The 
Dime Savings Bank of Brooklyn, New 
York. 
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Restore Thritt and 
FREE ENTERPRISE 


By Water S. McLucas 
Chairman of the Board, National Bank of Detroit, Detroit, Mich. 


T appears significant to me that the 
continuation of serious unemploy- 

ment over such a long period has 
been accompanied by an important 
change in the general thinking of the 
people of the country with regard to 
iwo of the major bases upon which our 
American economy rests—the spirit of 
thrift and the principle of free enter- 
prise. 

In times like the present we may be 
inclined to deceive ourselves as to the 
true value of thrift and may fail to 
realize the effect that it has had on the 
development of this country. The thrifty 
individual or institution has always had 
an advantage. Neglect of the principle 
of thrift is continuously reflected in the 
difficulties which occur in our lives as 
individuals, in our communities, and in 
our nation as a whole. It is a disturb- 
ing fact that many of our leaders in 
local and national affairs, in business 
and in government, have ignored the 
principle of thrift, or have at least 
failed to give it proper stress. In bank- 
ing, perhaps too much emphasis is 
placed on urging customers to borrow 
to spend, and too little attention is given 
to the importance of saving, so that ex- 
penditures may be made more safely. 
In other fields there may be a similar 
failing to emphasize this important ele- 
ment in our economy. 

It appears to me that a greater ap- 
preciation of the virtue of thrift is an 
absolute prerequisite to the solution of 
our problem of unemployment, and to 
the achievement of more stable business 
conditions. 

Looking forward, we in this nation 
cannot hope to preserve our priceless 


political heritage unless we can main- 
tain our system of private enterprise 
and make it function sufficiently well so 
as to reduce unemployment to manage- 
able proportions. It would seem to be 
self-evident that millions of unemployed 
cannot be supported out of an ever- 
expanding debt without injurious re- 
sults to our currency and credit and 
without enormously dangerous political 
and social consequences. The experi- 
ence of other countries under systems 
which involve complete subjugation oi 
personal rights, liberties, and freedom 
of enterprise is a lesson to us that we 
cannot hope to maintain a free political 
system unless we maintain a free eco- 
nomic system. The alternative to our 


WALTER S. McLUCAS 
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system of many private employers with 
the employe at liberty to choose which 
employer he will work for, is a system 
in which everyone works for one em- 
ployer—the state. This is the kind of 
system which is in operation in many 
parts of the world today. 


To escape it we must have enough 
private employment for those who de- 
sire to work, to do so. This means that 
we must have substantially more em- 
ployment opportunities and more em- 
ployers to provide the jobs for those of 
our population who wish to apply them- 
selves in productive effort. Private 
employers will not start enough new 
business to employ all the unemployed 
and to take care of the natural annual 
increment in the country’s total working 
force unless they can see a reasonable 
chance of getting paid for their efforts 
and for the capital they risk. In this, 
employers and employes are alike— 
neither can be expected to work with- 
out fair compensation. 


Remove Legal Uncertainties 


It is significant that it is more diff- 
cult today than formerly to start a new 
business. There is a growing number 
of laws and regulations which restrict 
business conduct. Many of these laws 
are so complicated that their administra- 
tion has necessarily been delegated to 
a multiplicity of bureaus, commissions, 
and administrators. These agencies of 
the Government have been given very 
broad discretionary powers both in in- 
terpreting and administering the laws, 
which means that it is very difficult to 
be certain from day to day just what 
conduct is legal or otherwise. As a 
result, businessmen, particularly the 
small businessmen, find it increasingly 
difficult to conduct their operations and 
thus become reluctant to embark upon 
new ventures or to undertake expansion 
programs. It is hoped that the trend 
toward such broad grants of discretion- 
ary powers will soon be reversed and 
that some of the complexities and un- 
certainties of present laws will be re- 
moved. 


Another important development is 
that the labor situation has become ex- 
tremely aggravated in recent times. The 
principal difficulty that must be con- 
tended with arises from the fact that 
our labor unions have had conferred 
upon them enormous economic power 
while they have not been called upon 
to assume the public responsibility that 
goes with that power. In addition to 
the losses suffered by both employers 
and employes during unnecessary labor 
disputes, the heavier losses suffered by 
the public at large must be taken into 
consideration. This collateral effect de- 


mands more earnest consideration by 
management, labor, and government, if 
we are to succeed in finding a workable 
solution to this difficult problem. 


Correct Temporary Defects 


We must again make it worthwhile 
to become an employer if private em- 
ployment is to be restored on a scale 
sufficient to enable the unemployed to 
become self-supporting on a_ satisfac- 
tory standard of living. Fortunately, 
we possess the resources, the leadership. 
and the vision to go forward, and are 
capable of a vast industrial expansion. 
For that expansion, savings must be in- 
vested in the development of new prod- 
ucts and industries. As these grow, new 
employment opportunities will be 
created out of which others can save. 
Opportunity is the essence of our sys- 
tem of private enterprise, and economic 
and political freedom are elements 
necessary to its preservation. If we are 
to continue to enjoy this freedom, we 
must make our system function as it 
was designed to do. Our main object 
now should be to correct the temporary 
defects which have crept into that sys- 
tem as a result of our mistakes and of 
circumstances beyond our control. By 
following this course, I am certain that 
we can again demonstrate that only a 
system founded on the principles we 
cherish can provide the highest stand- 
ard of living with the greatest degree of 
personal freedom and security.—From 
the annual report to stockholders of the 
National Bank of Detroit. 
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SURVEY 


A condensation of recent studies or reports on various phases of banking, 
finance and economics issued by banks, magazines, advisory services, business 
associations, Government bureaus and other organizations. 


SHALL WE RAISE THE DEBT LIMIT? 


Weekly Bulletin, American Institute for Economic Research, Cambridge, Mass. 


{ 


“vague reports that some optimist be- 

lieved it possible for the United 
Siates to carry a debt of $60,000,000,000 
or $70,000,000,000 or $80,000,000,000 
without grave danger to the nation’s 
credit. Of course, no one really knows 
what the maximum safe debt burden 
would be, but it does seem reasonable 
to believe that it could hardly be much 
greater than these astronomical figures, 
at least within the next one or two de- 
cades, inasmuch as the present debt 
limit of $45,000,000,000 will apparently 
be reached during this calendar year. 
Therefore, even if the most optimistic 
assumptions be accepted, the maximum 
additional debt which could be carried 
safely would not exceed $35,000,000,- 
000. 

It is obvious that the greatest emer- 
gency which this nation may have to 
face is war with a major European or 
Asiatic power. Furthermore, it would 
be a bold prophet indeed who would 
assert that the chances of any such war 
will be negligible during next decade. 

The costs of warfare today are almost 


LDccuse time to time there have been 


beyond the reach of the average man’s 
imagination. In the year and a half 
during which we actively participated 
in the last World War the national debt 
increased by approximately $25,000,- 
000,000. The cost of war would be 
even greater today or tomorrow, and 
it is therefore certain that the $35,000,- 
000,000 margin of unused debt is, if 
anything, a minimum which should be 
conserved for future emergencies. In 
fact, prudence suggests that this margin 
should be substantially enlarged as 
early as possible by repaying debt al- 
ready accumulated. 

Under such circumstances, increasing 
the present debt limit during peace 
should not receive more than brief con- 
sideration by Congress. Without re- 
gard to the other factors involved, and 
there are ample reasons for believing 
that a balanced budget and decreasing 
debt would favorably affect our peace- 
time economy, it is essential that profli- 
gate spending be stopped. In the name 
of national defense there must not be 
a further unbalanced budget but a re- 
turn to sound finance. 


SAFE DEPOSIT MEMORY TEST 


By Louis HuBsHMAN 
District Manager, The Mosler Safe Company, Pittsburgh, Pa. 


OR those anxious to promote the 
use of this service there are many 
interesting angles which will serve 
to drive home the advantages of safe- 
keeping. Since the first recording of 
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history, ways and means have been 
created by men for the protection of 
valuable possessions, and since the days 
of the early Egyptians science has 
progressed with the times, until the final 
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development of the modern safe deposit 
vault today guards possessions of mone- 
tary and sentimental value against loss 
and destruction. 

Of the many important items which 
need protection we might consider ten 
which are common in the ownership of 
all householders. These are: stock cer- 
tificates, bonds, life insurance policies, 
fire insurance policies, deeds, wills, 
contracts, inventories, bank books, valu- 
able jewelry or heirlooms. It should 
be emphasized that fire is no respecter 
of persons and is an ever-present menace 
from most unexpected causes. Insur- 
ance cannot take the place of a safe 


deposit box, because insurance, while it 
reimburses, cannot replace. 

An effective method of impressing 
upon anyone the desirability of having 
safe deposit protection is to invite his 
participation in a one-minute memory 
test. If he fails to recall in that period 
where in his home he has placed the 
above mentioned or any other valuables, 
point out that if threatened with fire 
he might have even less than one min- 
ute’s time in which to remember and 
rescue them.—Reprinted from  Saje 
Deposit Management, published by 
the Pennsylvania Safe Deposit Asso- 
ciation. 


PUBLIC’S CHOICE FOR PRESIDENT 


Fortune Survey, Fortune Magazine 


(Nore: Following is a summary of the 
Fortune Survey, a scientific sampling of 
public opinion, in the January issue of 
Fortune Magazine, indicating present pub- 
lic choice of presidential possibilities.) 


ERE is the way the public ranks 
eight of the most frequently men- 
tioned presidential possibilities in 


reply to the question: “Who is your 
choice for our next President among 
these four Democratic or these four 
Republican possibilities?” 


Per Cent 
Choice 
DEMOCRATS 
Vice-President Garner 
Secretary of State Hull 
Paul V. McNutt 
Other Democratic possibilities men- 
tioned 
Don’t know, but want Democrat.. 


Total Democratic 


REPUBLICANS 

District Attorney Thomas Dewey .. 

Senator Vandenberg 

Senator Taft 

Ex-President Herbert Hoover ...... 

Other Republican possibilities men- 
tioned 

Don’t know, but want Republican .. 


Total Republican 


Other possibilities of neither party .. 
Don’t know (candidate or party) .... 
Wouldn’t answer 
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These findings are remarkable for 
several reasons. In the first place, they 
yield the strange coincidence that of 
people giving definite answers more 
than 59 per cent would prefer a Demo- 
crat—which is within 1 per cent of*the 
actual Democratic majority in the 
presidential election of 1936. 

This is an unhappy parallel for Re- 
publicans to contemplate. Worse, by 
every breakdown and cross tabulation 
(with the exception of students, who 
give Dewey the highest place), Roose- 
velt is the most popular of the eight 
possibilities—even with the prosperous 
and with the executives. 

Still worse, Roosevelt gets more votes 
than all four of the specifically named 
Republicans combined, plus the write-in 
vote for other Republicans named by 
the people interviewed, by a score of 
30.6 to 20.8 per cent. 

On the bright side of the picture, for 
Republicans, is the fact that the 30.6 
per cent vote for Roosevelt (or 37.2 per 
cent of people giving definite answers) 
is not enough to win an election. 

If Roosevelt decides to run, the Re- 
publicans might be able to muster 
against him all of their own 33.5 per 
cent, plus a share of the people who 
have not given a definite answer to this 
question, plus some of the 10 per cent 
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favoring one or another of the Demo- 
cratic possibilities. But if Roosevelt 
does not run, it is conceivable that the 


CREDIT FOR SMALL 


Business and Financial Report, The Fascist 


HE Inter-Ministerial Committee on 

Savings and Credit at its November 

meeting authorized the banks to em- 
ploy not more than 2 per cent of their 
time deposits in loans to small business 
nen, that is, to those employing no more 
than fifty persons and whose taxable 
income does not exceed 100,000 lire. 
These loans may not exceed a maximum 
ef 80,000 lire each, and are granted for 
periods not exceeding five years; they 
must be repayable by suitable install- 
ments. Loans will only be made to per- 
sons who can show that they have no 
outstanding debts of a similar character 
with other banks, and who can give sat- 
isfactory guarantees of solvability. 


entire Democratic vote here indicated 
might swing behind the Democratic 
nominee. 


BUSINESS IN ITALY 


Confederation of Industrialists, Rome, Italy 


This authorization has been given to 
enable the smaller firms to renew their 
machinery and improve their potential, 
so that they may’make their full contri- 
bution to the national effort for inten- 
sifying production in all directions. The 
authorization will hold good until the 
law, now being drafted, embodying the 
recommendations made on this matter 
by the Insurance and Credit Guild, has 
been enacted. The great number of 
small firms and the importance of their 
total output to national economy makes 
this measure one of considerable na- 
tional importance, as the lack of credit 
facilities has heretofore considerably 
curtailed the productive activities of 
the small man. 


ANTI-TRUST LEGISLATION DANGERS 


The Guaranty Survey, Guaranty Trust Company of New York 


T is a fundamental tenet of criminal 
law that the line between legality and 
illegality should be sharply and 

clearly drawn. The anti-trust laws are 
notoriously unsatisfactory in this re- 
spect. A limited number of acts fall 
clearly within their prohibition; a far 
greater number are in what might be 
called a “twilight zone”; and still more 
are encompassed by total darkness. 

The president of the American Bar 
Association recently summarized the 
effects of present legal uncertainties as 
follows, not with specific reference to 
the anti-trust laws but in connection 
with general constitutional doctrine in 
the light of recent court decisions: 

“No lawyer can safely advise his 
client what the law is. No business man 
or farmer can know if he is breaking 
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the law, for if he follows established 
principles he is likely to be doing ex- 
actly that. What was a constitutional 
principle yesterday may be a discarded 
doctrine tomorrow, and all this in what 
has been so proudly proclaimed a gov- 
ernment of laws and not of men.” 

In a statement not long ago, Thurman 
W. Arnold, Assistant Attorney-General, 
contrasted two ways in which the Gov- 
ernment might supervise business. One, 
he said, was to appoint an administrator 
or “czar” who would operate an in- 
dustry . The other was the “competi- 
tive” way, which he characterized as 
follows: 

“The competitive way is to put the 
courts in the position of an umpire in 
a baseball game. A player who runs 
from second to third base under that 
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system cannot expect the umpire to tell 
him in advance whether he will be safe. 
He must take his chance on being called 
out.” 

An editorial in one of the leading 
newspapers of the country, by carrying 
this figure of speech a little further, de- 
molished the argument it was intended 
to illustrate and at the same time stated 
admirably the difficulties arising from 
the innumerable uncertainties of the 
anti-trust laws: 

“This analogy may be misleading, 
and it certainly skips over an important 
part of the problem. For the chief com- 
plaint of business men in relation to 
anti-trust laws has been that the rules 
of the game are too vague. In baseball 
there is a definite set of bases and lines, 
and everybody in the game knows where 
they are. A ball on one side of the 
line is fair and on the other side foul. 
If a batter had to wait until he had 
already hit a ball or started running 
before some one told him just where 
the lines were going to be drawn or 
where the bases were going to be put, 


he would have reasonable grounds for 
hesitation.” 

The analogy is misleading in another 
respect. The player who is called out 
by the umpire merely retires to the side- 
lines to await his next turn at bat, while 
the business man who proves to have 
been mistaken as to the exact current 
state of the law is branded as a criminal 
and is in danger of going to prison. 

The enactment of drastic new penal- 
ties for violation of the anti-trust laws 
would either produce an even more de- 
structive paralysis of business initiative. 
together with costly and confusing 
changes in present practices which new 
courts and new judges may conceivably 
hold to be improper, or, as an alterna- 
tive, cause business to seek protection 
from criminal prosecution by means o! 
consent decrees. It is to be hoped thai 
the careful consideration which has beer 
given to the question in the last few 
months and the further attention it wil! 
receive before the time for final decision: 
arrives will lead to thorough-going 
modification of legislative proposals. 


PERSONAL LOAN BORROWERS ANALYSIS 


By Kenton R. Cravens 
Vice-President, The Cleveland Trust Company, Cleveland, Ohio 


HE occupations of personal loan 

borrowers are, in themselves, inter- 

esting. Strangely enough, 25 per 
cent of our borrowers are in the skilled 
and unskilled labor group. Next in im- 
portance are office workers and self- 
employed people or proprietors. These 
two groups each make up 15 per cent, 
or a total of 30 per cent. Next are 
those of supervisory capacity (office and 
store managers, foremen, etc.), which 
accounts for an additional 10 per cent. 
Another 10 per cent is made up of sales- 
men and kindred workers. Eight per 
cent consists of professional and tech- 
nical people, and 6 per cent are Federal, 
state and city employes. The remaining 
11 per cent is composed of executives 
and service people, such as motormen, 
bus drivers, etc. 
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Even more interesting is the income 
of these borrowers. Only 7 per cent 
had an annual income of between $600 
and $1,200. Ten per cent were between 
$1,200 and $1,500, whereas 45 per cent 
had incomes of $1,500 to $2,400. More 
interesting yet—30 per cent had in- 
comes of $2,400 to $4,800, and 8 per 
cent had incomes of $4,800 and up. 
There were almost as many in excess of 
$7,200 as there were in excess of $4,800. 
Ninety-three per cent of our borrowers 
had an income greater than the national! 
average, and almost 40 per cent received 
more than $2,400 a year. You can see 
from this income data why our average 
loan is larger than the national aver- 
age.—From an address before Pitts- 


burgh Chapter, A. I. B. 


THE BANKERS MAGAZINE for February, 1940 





THE BUSINESS OUTLOOK 
Selected 


The Cleveland Trust Company 
Business Bulletin 


Business enters the new year with the 
volume of industrial production at a 
level of about 30 per cent above that 
of the average for the first half of 1939. 
There are two reasons why this is en- 
couraging. The first is that present 
levels are so relatively high, and exist- 
ing unfilled orders so considerable, that 
trade and industry can confidently look 
forward to at least a pretty good first 
quarter. The second reason for encour- 
agement is that the recent advances in 
general business activity have been 
mostly due to increases in the produc- 
tion of durable goods, which until last 
autumn had been making laggard 
progress. 

Chief among the less favorable con- 
ditions in the outlook is the fact that 
the expansion in the output of durable 
goods has not been accompanied by any 
important increase in the issuing of new 
capital securities. This period of expan- 
sion in the output of durable goods has 
not so far stimulated any large inflows 
of venture capital. The present condi- 
tion is an unusual one, for generally 
when business enterprises demand 
largely increased volumes of durable 
goods they use them for plant expan- 
sion and equipment, and they sell new 
notes, stocks, and bonds to pay for them. 

The most important element in this 
business expansion so far has been a 
disproportionately great increase in the 
demand for iron and steel. Apparently 
these products are mostly being paid 
for out of corporation working capital, 
and from reserves set aside for depre- 
ciation. Clearly they are not being 
financed in large degree from bank bor- 
rowings, or from money received from 
the sale of new securities. This condi- 
tion raises justifiable doubts about the 
probable duration of this expansion. 

Large numbers of manufacturing 
firms, as well as railroads and utilities, 


have clearly been busily replenishing 
their depleted iron and steel inventories. 
No doubt many of them have bought 
more than the amounts actually required 
for their current needs, but even so 
there is at least one reassuring prospect 
about this condition. It is that these 
newly built up inventories do not at 
present represent potential threats of 
sudden drastic curtailment of ordering. 
The reason is that firms having built 
up their stocks will almost surely main- 
tain them while the European war con- 
tinues. 


American Federation of Labor 
Monthly Survey of Business 


Business forecasters are now estimat- 
ing that 1940 production is likely to 
average about 5 per cent above that of 
1939. The year will probably start 
with some slackening of the present 
high production level, however, and the 
first two months will probably average 
about 9 per cent below the high figure 
of December, 1939. It is not believed 
that this slackening will be more than 
a short decline, a breathing space as it 
were while consumers buy the goods 
now on the shelves of the stores and 
create a new demand. Business now 
expects orders from the warring nations 
to provide only a mild stimulus in 1940. 
We must depend on home buying for 
the major demand on our goods. 

Standard Statistics points out that 
profits of industrial corporations in 
1939 increased about 70 per cent with 
a rise of about 25 per cent in industrial 
production. In 1940, they point out, 
even if production does not increase, 
industrial earnings should continue to 
rise, reflecting the advantage of more 
evenly balanced production schedules; 
if production rises, we may expect 
further increases in corporation profits. 
The year 1940 starts off with production 
and profits well above the first quarter 
of 1939. 
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VIEWS 


Recent speeches given before national, regional or state groups—digested or 


excerpted for your convenience. 


THE “SMALL BUSINESS LOANS” SMOKE SCREEN 
By Rospert M. Hanes 


President, American Bankers Association; and President Wachovia Bank and Trust 
Company, Winston-Salem, North Carolina 


HE current movement that seeks to 

set up Government banks to make 

loans direct to small business and 
thereby socialize the American banking 
system constitutes a very real challenge 
to all bankers. Bankers do not object 
to any legislation that enables chartered 
banks to operate more usefully if the 
rules of safety are not violated. In fact, 
they expect a larger measure of regula- 
tion than almost any other form of 
business because of the vital public in- 
terest involved. But Government regula- 
tion of banks is one thing and Govern- 
ment ownership and operation is quite 
another. If free enterprise is to be 
maintained we must maintain a free and 


independent credit system. The grant- 
ing of credit must be motivated by prin- 
ciples of sound credit procedure rather 
than by political expediency. 

To set up Government banks under 
the pretext of making loans to small 
business would be simply the final step 
to socialize our banking system. Let 
us not be deceived by this clamor about 
the needs of the small business man. 
Behind this smoke screen there is a 
concerted effort on the part of some to 
put the Government directly in the com- 
mercial banking business and thus gain 
the foothold to displace chartered bank- 
ing.—From an address before the Bank 
Management Conference of the New 
England Council. 


THE BANKS AND THE WAGE-HOUR BILL 


By L. LeBaron Lyons 
President, The First. National Bank of Mobile, Mobile, Alabama 


HERE seems to be a disposition on 
the part of the National Adminis- 
tration to class bank employes 

with employes paid on an hourly basis, 
in construing the provisions of the 
Wages and Hours Act. Whether or not 
it will ultimately be determined that 
employes of banks are subject to the 
provisions of that act, I cannot say. I 
feel that an affirmative decision would 
be most unfortunate. I understand that 
there is also some pressure for the enact- 
ment of a law covering wages and hours 
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by the State of Alabama and I am hope- 
ful that bank employes will be excluded 
from the provisions of any such act. 
Should provisions of such laws be ap- 
plied to your bank it would have to 
pay for overtime, at increased rates, 
when an employe happened to work 
more than a given number of hours in 
any given week. In fairness to the 
bank under such conditions employes 
should not be paid when they do not 
work. The . management probably 
would then find it desirable to pay all 
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employes on an hourly basis, instead of 
on a monthly basis, as at present. 

In our bank the employes have time 
off, with pay, during twelve or thirteen 
holidays each calendar year and an 
additional twelve working days in the 
two weeks annual vacation allowed each 
employe. They are also paid, without 
deduction, for time lost on account of 
sickness, jury duty and other such in- 
terruptions. The present National 
Wages and Hours Act provides for a 
week of 42 hours, which over a year 
would total 2,184 hours. I am certain 
that the duties of no employe of our 


bank now require that number of hours 
work during a year. 

I would very much dislike to have to 
consider changing the present method 
of payment because, while on an hourly 
basis the bank would undoubtedly make 
some reduction in its pay rolls, I do 
not think that under such an arrange- 
ment it would have the present harmony 
and efficiency in its organization. I 
know that an hourly pay basis would 
produce less in money for, and in other 
ways would be generally unsatisfactory 
to, employes of the bank.—From annual 
report to shareholders. 


PERSONAL FACTORS IN BANKING 
By E. S. WoosLey 


Vice-President, Louisville Trust 


ACH of our banks is but the 

“j lengthened shadow of some one 

man or group of men. We have 
been so busy lending money and trying 
to get it back that many of us have 
forgotten these personal factors. 

There are four groups within our own 
banks, with whom we come in contact 
in our daily routine work and which 
are made to order for our cultivation 
and utilization. In the banks of this 
country there are 266,000 officers and 
employes, 125,000 directors, 1,600,000 
stockholders, and 65,000,000 depositors. 
These groups represent over half our 
population, and for the most part are 
substantial and intelligent people. No 
bank has any greater asset, actual or 
potential, than these four groups. 

Although we are putting 40 per cent 
of the cost of running our banks into 
pay roll, I wonder how much time and 
thought we are putting into the hiring 
training, and leadership of our employes 
so that they may be an enthusiastic, 
efficient, and loyal organization. To 
most of our depositors, the teller or the 
bookkeeper or the telephone girl is the 
bank. Their feelings about the bank 
and belief in the bank and attitude to- 
ward banking as a whole is very largely 
a result of these contacts. And we 
might as well face the fact that we can- 
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Company, Louisville, Kentucky 


not get the most out of our employes by 
holding pep meetings from time to 
time. Loyalty and good work must 
have a dollar and cents reward and 
there must be a promise of security for 
the future. It is heartening that bank- 
ers over the country are studying and 
putting into operation more equitable 
policies of employe compensation, group 
insurance, and pensions. There still 
remains much to be done along these 
lines. 

Directors of banks usually represent 
substantial means and great influence in 
the community. Their contacts are many 
and important. Most of them are 
anxious and able to promote the interest 
of the bank to which they have lent 
their name and influence. An asset of 
incalculable value is a well chosen, 
wisely directed board of directors who 
are sold on the bank and banking in 
general and who loyally and enthu- 
siastically defend, recommend, and 
boost it. They can have much to do 
with that codperation among banks in 
each community which is necessary to 
support sound policies of management 
involving interest rates and_ service 
charges. Properly led and directed they 
may be a source of much profitable new 
business. 

Our stockholders are the owners of 
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our bank. How many of us have made 
them conscious of that ownership and 
have cultivated them to the point where 
they express what is perfectly natural 
for ownership to express—a real inter- 
est, and determination to codperate in 
making their bank a sound and profit- 
able institution? 

The thousands of ledger sheets in our 
files do not represent only credit and 
debit balances, but personalities with 
human emotions. In them are repre- 
sented all the hopes, ambitions, and 
loyalities, influences and _ capacities, 
which under wise cultivation and direc- 
tion may increase profits, bring in new 
business, and create better public rela- 
tions. 

Primarily and naturally our customers 
are interested in themselves more than 
anything else. As far as their bank is 
concerned their interest is satisfied in 
two ways, first by their ability to get 
their money back when they want it, 
and, second, by their being treated as 
persons of some importance in their 
relations with the bank. One calls for 
sound banking. The other calls for 
courteous, sympathetic, and intelligent 
customer relations. They like to be 
waited on cheerfully, courteously, and 
with some deference. They like to talk 


with a person who, they feel, knows 
what he is talking about, can express 
himself clearly, and who makes the cus- 
tomer feel that it has been a privilege 
and a pleasure to talk to him. 

In an atmosphere created by such 
relations, customers more readily accept 
the bank’s policies with reference to 
service charges, interest rates, and loans. 
When the bank is right, it is doubly so 
if its customers agree that it is right. 

Thousands of persons every day sit 
across desks from bankers and discuss 
with them their most intimate problems; 
a professional relationship that may be 
compared in its intimacy with the rela- 
tionship which exists between the lawyer 
and his client or the doctor and his 
patient. It is a sort of business con- 
fessional where problems are discussed 
and dissolved, where courses are charted 
for businesses and individuals, and 
where millions are influenced in habits 
of thrift, work, simple living, and self- 
control. There is no other relationship 
quite like the relationship which exists 
between banker and customer. The most 
should be made of it, because there is 
the center and source of sound and pro- 
gressive banking.—From a recent ABA 
Regional Conference address. 


MORE PROPAGANDA NEEDED 


‘By PauL GARRETT 
Direct of Public Relations, General Motors Corporation 


MPRESSIONS do not correct them- 
selves. They get corrected by new 
impressions coming in. We could 

not, if we wanted, stop the flow of pro- 
paganda. What we need is not less 
propaganda but more. We need to set 
good propaganda against bad propa- 
ganda. Purify with clean water the 
stream you cannot shut off. Study the 
art of propaganda and, understanding 
it, substitute for all the murk that goes 
by the name of propaganda informed 
propaganda that educates in ways to 
strengthen the things our democracy 
stands for. The only way is through 
propaganda that is honest, that is 
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human, that stirs sound emotions. Pro- 
paganda that presents the truth, the 
whole truth, and nothing but the truth 
—propaganda that not only is truthful 
but that carries conviction that it is 
truthful. The more truth the more 
power. 

The kind of propaganda I mean must 
be conducted by men in high position 
who command respect and who seek to 
practice what they preach, Acts mean 
more than words. But words, too, are 
important. It can be done if gone 
about the right way. There is only one 
right way. That is for every one of us 
to learn the art of looking at things 
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from the other fellow’s viewpoint. That 
is for every company with employes on 
its payroll, and with customers to 
please, to operate the business right, 
and to interpret it in easily understood 
terms of the other man’s self-interest. 
That is all there is to it. Depend on 
people’s good sense of fair treatment to 
do the rest. I would like to indicate a 
few of the needed propagandas. 

I mean propaganda to make more 
widely understood the fact that the prin- 
ciples laid down in our American con- 
ception of democracy, notwithstanding 
any defects of ours in making them 
always work, present the only demon- 
strated formula by which man may gov- 
ern his own growth spiritually, socially, 
materially. 

I mean propaganda to make it better 
understood that the only way to enable 
more people to get more things is for 
us to go through the laborious process 
of creating more things people will 
buy. 

I mean propaganda to make it under- 
stood that a policy bad for the employe 
is bad for the employer. 

I mean propaganda to make those 


who live in a plant community under- 
stand what the plant means to the com- 
munity and what the community means 
to the plant. 

I mean propaganda to make better 
understood the simple economics of the 
profit system with all its incentives to 
spur men on to greater individual effort. 

I mean propaganda for a wider adop- 
tion of business reports that will inter- 
pret figures in human terms. 

I mean propaganda that will help 
people appreciate what they have rather 
than resent what they have not. 

And finally most important of all I 
mean propaganda for a greater faith in 
BELIEF itselfi—to give man hope. 

You and I know that in our democ- 
racy are the things needed to carry us 
on. Nothing fundamentally has changed. 
Let us then multiply and explain these 
forces as the best way to obsolete those 
doctrines that would have us believe the 
only way to compete with autocratic 
systems is to imitate them.—Excerpts 
from an address before the Annual 
Congress of American Industry, spon- 
sored by the National Association of 
Manufacturers, New York City. 


PUBLIC ATTITUDE TOWARD CORPORATE FIDUCIARIES 


By ALLEN B. Enpicotrt, Jr. 
President, New Jersey Bar Association 


HAVE no institutional connection, 

and because of that fact may be 

better able to gauge the attitude of 
the public towards corporate fiduciaries 
than the lawyer who is employed by a 
banking institution. 

Bankers are suffering from, and their 
trust business will be affected by, that 
resentment which arose or resulted from 
the dimunition of beneficiaries’ income. 
Many testators refuse to appoint a cor- 
porate executor. This condition is not 
peculiar to New Jersey. Only last 
summer I drew the will of a Philadel- 
phia dowager, summering at the shore, 
who harbored a fierce resentment 
against any corporate fiduciary. She 
was the beneficiary of two large estates 
administered by trust companies, and 
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with others had sustained a substantial 
reduction in the income she enjoyed 
from these trusts. She would listen to 
no reason on the question, but insisted 
upon appointing as executors and trus- 
tees her grandsons, residents of New 
York, even though it was explained to 
her that under the laws of the State of 
Pennsylvania, non-resident executors 
and trustees must give bond for faith- 
ful performance, notwithstanding any 
provision in the will to the contrary. 
I am glad to report, however, that she 
left her favorite trust officer a legacy of 
$5,000. 

This is not a pleasant subject to dis- 
cuss, but I advert to it because I wish 
to emphasize the fact that there is an 
urgent need for the continued better- 
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ment of your public relations. I know 


that banks have initiated and are carry- 
ing on campaigns for this purpose. I 
believe that they are an excellent in- 


vestment and of vital importance to 
your future trust business.—From an 
address before the New Jersey Trust and 
Banking Conference. 


DEARTH OF OLD-FASHIONED PRINCIPLES 


By Percy H. JoHNsToN 
Chairman of the Board, Chemical Bank & Trust Company, New York City 


HE United States today is suffering 
from an overdose of reform and a 
dearth of the good old-fashioned 

principles—backbone and hard common 
sense—upon which the greatness of this 
nation was founded. That homely vir- 
tue—economy—the cornerstone upon 
which the prosperity and happiness of 
our nation was built, is once more chal- 
lenging the thought and action of our 
public officials. All attempts to discard 
it have failed. 

After years of disregarding the in- 
sufficiency of income to meet the ever 
increasing expenditures of Federal, 


state and city government, at last those 
chosen by the people to direct their 
affairs show signs of uneasiness over 
their responsibility, and dare to recom- 
mend reductions in these expenditures. 

The wealth of our country, the 
product of man’s labor, is not increased 
by taking it from one and giving it to 
another. 

We can have no permanent and lasting 
prosperity or high rate of employment 
until the Government sets the standard 
of soundness and _stability—From 
annual address to the shareholders. 


TAXES AND EXPERIMENTS CHOKE BUSINESS 
By Ernest T. WEIR 


Chairman of the Board, National Steel Corporation 


ECENTLY published statistics of 
the United States Treasury De- 
partment show what economic 
planning has done to the economic 
system of the country. Nineteen thirty- 
seven has been our best year since 1929. 
The volumes of business and income of 
1937 are comparable to those of 1925- 
27. But the profit of all corporations 
in 1925 was seven billion, three hun- 
dred million, while in 1937 the profit 
was only four billion, seven hundred 
million. For 1938 profits are estimated 
at less than two billion and for 1939 at 
about four and one half billion. In 
general, profits since 1932 have been 
nowhere near the levels of the 1920's. 
But total taxes for all corporations have 
more than doubled since 1932. 
The rise of taxes and decline of 
profits is clearly illustrated by compari- 
son between 1937 and 1929. In 1937, 
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with national income of only 70 bil- 
lions, industry paid a total tax bill of 
almost five billions, while in 1929, 
when national income was 80 billions, 
industry’s tax bill was only three bil- 
lion, four hundred million. 

Now why do I as a business man 
object to this low level of profits and 
high level of taxes? It is not, as some 
politicians might charge, because I am 
personally selfish. It is because, like 
all business men, I know that the taxing 
and other activities of government in 
destroying profits are killing prosperity 
at its roots. Profits normally constitute 
an important source of the funds which 
are invested in American business. 
Profits also must be earned if the kind 
of dividends are to be paid which are 
an incentive for Americans to put their 
savings in business. Investment and 
reinvestment from profits and savings 
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are necessary to prosperity. Only from 
them can come the plant and equipment 
that will provide the new jobs to 
absorb our unemployed,;the new income 
that will place America on a- ninety 
billion dollar level or higher. It is no 
coincidence that while profits of Ameri- 
can business have been abnormally low 
our unemployment rolls have been 
scarcely dented even in so-called “good” 
years. like 1937. 

There is a valuable lesson to be 
learned from our business experience of 
the past few months. We have witnessed 
a remarkable upturn in business activ- 
ity. I do not believe it is sound, because 
the fundamentals are unsound. Never- 
theless, at least for the time being, busi- 
ness is active. Despite this fact, securi- 


ties have not moved upward along with 
business. What interpretation can you 
place on this singular fact? In my 
opinion, those who have savings to 
invest are not convinced, first, that with 
basic conditions as they are recovery 
can be long sustained, or second, that 
even with high utilization of capacity, 
business will be able to pay dividends 
worth the risk of investment. And if 
this is the judgment of investors I be- 
lieve it is well-founded. This judgment 
will apply just so long as American 
business is choked down by taxes and 
by the effects of experiments born out 
of the attempt to improperly amalga- 
mate economics with politics—From a 
recent address before the Economic 


Club of Detroit, Michigan. 


GOVERNMENT DISCCURAGES PRIVATE CAPITAL 


By Greorce H. Houston 
Consulting Industrial Engineer, New York City 


HE starvation of business that oc- 

curred during the depression was 

caused in part by the reduction in 
the earnings of business, due to depres- 
sion conditions, but also in large part 
by public policies affecting business. 
The rapid increase in the tax burden: 
the attack upon the profit motive in 
business; the discouragement of the re- 
tention of profits by business when 
earned; all have contributed to so re- 
duce the earning ability of business as 
to render it impotent to reproduce itself 
in its traditional manner. Neither busi- 
ness men nor the public have realized 
fully the extent to which American busi- 
ness in the past has provided from its 
own earnings the financial resources for 
its own development, nor the extent of 
the curtailment of this provision during 
the depression. 

It is obvious that, if business had 
been able, during the depression, to 
procure new ‘capital from external 
sources in very much larger amounts, 
and had been able to use it in anticipat- 
ing future needs for capital facilities, 
the impact of the depression upon em- 


ployment would have been greatly re- 
duced. The conditions essential to the 
forward looking use of new capital, 
however, were lacking. In fact, condi- 
tions long have been, and still are, 
highly discouraging to everything in 
the way of forward looking private en- 
terprise. Either these conditions must 
he corrected, and American business 
must again be encouraged to seek, earn, 
and use legitimate profits, or the Ameri- 
can people must make up their minds 
to get along without new capital facil- 
ities, which would mean a steady de- 
terioration in the standard of living of 
the people. As a third alternative, Gov- 
ernment must provide these capital fa- 
cilities, which means Government own- 
ership or control of them, which in turn 
means some form of collectivism, and 
the destruction of our American tradi- 
tion of private property, representative 
democracy, and individual liberty.— 
From an address at the Congress of 
American Industry, held by the Na- 
tional Association of Manufacturers re- 
cently in New York City. 


THE BANKERS MAGAZINE for February,. 1940 





ADVERTISING and 
PUBLIC RELATIONS 


Recent developments in bank advertising and public relations work 


*‘See Your Dentist’’ 


Many bank advertising men are 
climbing aboard the popular “Pay 
Your Doctor Week” bandwagon, but 
few have taken thought of the dentist. 
However, a recent advertisement of The 
Citizens and Southern National Bank, 
Atlanta, Georgia, remedies this. Headed: 
“See Your Dentist at Least Twice a 


‘““EYE-CATCHERS”’ 


These bank ad heads caught our 
eye and made us read the ad. How 
about you? 


Euthanasia for 
Your Mortgage 
—The Fidelity Title & Trust 


Co., Stamford, Connecticut. 


The ’Thirties Tripled 

Our Deposits 
—Dauphin Deposit Trust Com- 
pany, Harrisburg, Pennsylvania. 


Did Somebody Say Somebody 
Couldn’t Get a Loan 
from Somebody? 

—California Bank, Los Angeles, 


California. 


This is Miss Julia Hart 
—State-Planters Bank and Trust 
Company, Richmond, Virginia. 

Your Doctor’s Good Will 

is Worth While 
—Passaic National Bank and 
Trust Company, Passaic, New 
Jersey. 


Year (But Don’t Pay Him That Way),” 
the ad copy continues: “Good teeth are 
important and taking care of them 
through proper dental attention is 
money well spent. Remember, however, 
that the dentist has to live and his in- 
come is dependent on the money re- 
ceived from people he serves. If you 
drag his bills it is just as though your 
employer paid you in odd amounts from 
time to time. Our personal loan depart- 
ment will enable you to pay your den- 
tist—now—and you can have a year to 
repay us—monthly.” 


‘‘Wealth Without Worry’’ 


Attractively packaged, and nicely 
bound, a pocket size book is being 
mailed to trust prospects by the State- 
Planters Bank and Trust Co., Richmond, 
Va. A letter, signed by Julien H. Hill, 
President of the bank, accompanying the 
book reads: “Recently one of my asso- 
ciates wrote a short paper which so 
impressed me that I have had it printed 
in booklet form. It is brief, timely and 
to the point. I believe you will be in- 
terested in reading it and am taking 
the liberty of sending you a copy.” 

The book itself, titled “Wealth With- 
out Worry,” is directed to “those indi- 
viduals whose major interests in life are 
in fields other than those of studying 
securities markets and managing stocks, 
bonds and other forms of property. It 
outlines three plans—the custody ac- 
count, supervisory account, and the 
management trust—and shows how these 
State-Planters’ services operate to re- 
lieve the individual of the multitudinous 
problems which arise in connection with 
the ’supervision of property. 
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“‘Memory Lane’’ 


In keeping with its series of ads 
“Down Memory Lane,” the Irvington 
National Bank, Irvington, New Jersey, 
recently featured an exhibit of old-time 
local pictures in the bank lobby. The 
display was prepared by the Newark 
Sunday Call, with the codperation of 
Henry A. Schwedes, secretary of the 
Board of Education, and Irvington’s 
unofficial historian. 

Old-timers were invited to identify 
some of the faces appearing on the old 
prints. In the collection were found 
pictures of the city’s original Masonic 
hall, the birthplace of Castle’s ice 
cream, the liberty pole in front of the 
Irvington Hotel, the town’s three-man 
police force in 1895, and a picture of 
Edward Culp, editor of the Irvington 
Herald in 1899. 


Euthanasia Theme 


“Euthanasia for Your Mortgage,” is 
the eye-arresting head of a recent news- 
paper ad from The Fidelity Title & 
Trust Co., Stamford, Conn. Copy 


reads: “Euthanasia means a painless, 


easy death. That is what happens to 
your mortgage when it is amortized— 
gradually canceled by regular payments 
on principal. Since mortgage debts 
should not be allowed to live on in- 
definitely, we recommend that you have 
your old-fashioned straight mortgage 
changed to the amortized form. Thus 
the amount of interest to be paid will 
be reduced automatically, and even- 
tually you will enjoy free and clear 
ownership of your property.” 


“‘Know Your Bank’’ 
Quoting ABA President Robert M. 


Hanes’ recent statement: “The phrase 
‘Know Your Bank’ has a challenge in it 
for every man in every bank—small or 
large—in the land,” the recent annual 
report of the First National Bank, Palm 
Beach, Florida, proceeds to thoroughly 
familiarize the reader with that bank 
and its record. In a friendly, informal 
manner, this 16-page report gives com- 
parisons of the bank’s growth, analyzes 
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its loans, tells of recent service exten- 
sions, promotions, etc. The friendly 
hospitality and many conveniences of 
the bank are stressed equally with its 
remarkable growth, and the reader is 
left with a sense of really knowing his 
bank and its personnel when he finishes 
this report. 


“Julia Hart’? 


“Julia Hart Finds the Answer,” was 
the title, and the picture of a pretty 
girl was the illustration on a recent 
personal loan folder issued by the State- 
Planters Bank and Trust Company, 
Richmond, Virginia. Human interest 
copy, touching upon the likely desires 
of the average reader, started: “Julia 
Hart, stenographer, wants a new fur 
coat. John Reilly, Sr., new father. 
wants some cash to pay the stork bill 
of John Reilly, Jr., new citizen. Jim 
Trailler, thrifty mechanic, wants to get 
his taxes, insurance premiums and other 
fixed expenses on a cash basis, to bal- 
ance his budget. Robert Hardey, auto- 
mobile owner, wants to finance a new 
car. All of these people and thousands 
more like them find the answer to their 
wants in a State-Planters Income Loan. 
Month after month an increasing num- 
ber of old and new customers are using 
Income Loans for every sound purpose. 
And for good reasons, too!” The 
folder then continued with a brief, but 
adequate, description of State-Planters 
income loan rates, repayment arrange- 
ments, etc. 


Commuters’ Bank 


“8:30 A. M. Banking for Commuters,” 
is the title of a folder from the Hugue- 
not Trust Company, New Rochelle, New 
York, which stresses its convenient loca- 
tion and its early opening hour for the 
convenience of commuters. Copy, in 
part, reads: “Many of our commuter- 
depositors tell us that it means a lot 
to them to have their personal bank 
account jin their home town, and also 
that it is especially convenient for them 
to do their banking here at the Main 
Office of the Huguenot Trust Company 
because we are located right at the New 
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FOR FARMING 


“Wait, Henry, I did a good piece of 
business at the Bank of Montreal . . . 


“Remember I told you last fall I had 
a lot of coarse grains and didn’t want 
to sell because prices were so low? 
Well, sir, I went to the Bank of 
Montreal and got a loan for $36, 
bought nine young pigs, fed them 
the coarse grains, and this spring sold 
them at a nice profit. Yes, and the 
Bank's paid back. And the interest 
cost me just 84 cents.” 


Ask for our booklet, “TH FARMER AND His BANK.” 


BANK OF MONTREAL 


ESTABLISHED 1817 


“Al bank where small accounts are welcome” 


Speaking in the farmer’s own terms, 

the Bank of Montreal, Canada, effec- 

tively stresses one phase of its loan 
service. 


Rochelle Station of the New Haven 
Railroad and are open for business at 
8:30 o’clock in the morning.” Copy 
continues with a description of the vari- 
ous services offered by the bank. 


S. & L. Advertising 


The public relations department of 
the Federal Home Loan Bank Board 
estimates that 1939 expenditures for 
advertising by savings and loan associa- 
tions reached an all-time high, totaling 
in excess of $5,000,000. Approximately 
50 per cent of this amount was spent 
on newspaper space. In 1938, it was 
estimated that the 3,900 member asso- 
ciations spent between $4,250,000 and 
$4,500,000 on all types of advertising. 


11,444,854 Phone Calls 


William M. Sherrill, advertising and 
publicity manager of the First National 
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Bank in St. Louis estimates that during 
the first year of operation of the Audi- 
chron in his bank, it answered 11,- 
444,854 calls. The Audichron is a 
machine which automatically gives the 
time over the telephone when its num- 
ber is called or dialed. At present, 
Audichron calls at the First National 
average approximately 36,000 per day. 


WBA Advertising 


Recent ads prepared for use of mem- 
ber banks by the public relations de- 
partment of the Wisconsin Bankers 
Association included such timely and 
diversified subjects as: “Are Wisconsin 
Banks Really Making Loans,” utilizing 
recent ABA survey figures; “Grow More 
On Less,” offering advice to farmers on 
growing corn; “Make Hogs of Them- 
selves,” stressing the use of increased 
acreages of grasses and legumes for 
hog-raising; “Around the World on 
Dimes,” citing the example of Harry 
Lauder’s trip’ around the world on 
dimes saved during his career; etc. 
These ads are prepared in mat form. 
with space left for the sig cut of the 
local bank, and furnished to members 
of the association. 


1940 Almanac 


A new edition of their annual almanac 
has just been issued by the Warren 
Bank and Trust Company, Warren 
Pennsylvania. Contents of this 40-page 
booklet are extremely diversified, in- 
cluding, in addition to monthly almanac 
pages, articles on contented cows, oil 
pits, rifles, ammunition, Charles Emer- 
son Beecher, questions and answers, etc. 
Liberally sprinkled throughout are 
pages and short items regarding the 
Warren Bank and its various services. 


Awards for Triplets 


Headed “For Triplets $250 Each,” 
and illustrated with photos of three 
babies, a card from The Bayside Na- 
tional Bank of New York recently an- 
nounced the “Esso Baby Award.” Copy 
explains: “Free specia! interest account 
for every baby born January 1, 1940. 
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The Bayside National Bank has received 
authority from The Esso Marketers to 
open a special interest account in the 
name of every baby whose birth certifi- 
cate or certificate of birth registration, 
presented to us by either parent on or 
before April 1, 1940, shows the birth of 
the child on January 1, 1940. The initial 
deposit for each baby, to be made by 
The Esso Marketers, will be $5; $100 
if twins; $250 if triplets; $1,000 if 
quadruplets; and $5,000 if quintuplets.” 


A Clean Slate 


Cleverest bank house-organ cover 
seen in a long time is that of Number 
Eight, staff publication of The National 
City Bank of New York, for January. 
The entire cover is in the form of a 
slate, a clean slate with the exception of 
“1940” at the top. Even the corners are 
rounded, and the familiar red slate 
horder is reproduced faithfully. Few 
things could equal this for attention- 
demanding , thought provoking value, 
and for real timeliness. The content, 
as always, is thoroughly interesting— 
bringing news of the multitudinous 
activities of the National City staff, and 
being embellished by over 130 illus- 


trations. 


Money and Banking 


“Money and Banking Through the 
Ages” is the title of a new booklet 
written by T. D. MacGregor, of Mac- 
Gregor and Woodrow, New York City, 
and being issued by the Manufacturers 
Trust Company of New York. Tracing 
the history of banking and coinage from 
early to present times, and including a 
short history of the Manufacturers 
Trust, as well as a list of their services 
and offices, this booklet provides really 
interesting and informative reading. 


Tersely Told Facts 


“An Analysis of the Year’s Business 
—Salient Facts Tersely Told” was the 
fitting description of the recent annual 
report of The First National Bank at 
Orlando, Florida. With a natural color 
photograph of a local scene reproduced 
on the front cover, and with salient facts 
emphasized in tint boxes, this statement 


TIME ro pa vour taxes 
: vs ‘6 | | 


3X APRIL 20TH IS THE DEADLINE 
FX PAY Tilem WITH A CACIFORMIA BANE MONEY ORDER 


MF YOU'RE SHORT OF CASH, APPLY FOR A PERSOWAL LOAN AT 


j a Pank. 


THE BANK TO SEE FOR LOANS 


Powerful illustration and clever lay- 

out combine to demand attention in 

this ad of the California Bank, 
Los Angeles. 


told the bank’s story in a brief, inter- 
esting, friendly manner. A_ return- 
postage-paid card was enclosed with 
each statement, inviting the recipient’s 
remarks, is enclosed in each report, and 
reads: “Your comments on this report 
—or any suggestions for the betterment 
of the bank’s service to the community, 
will be appreciated. Just write your 
message in space below and mail today. 
No signature necessary, but appre- 
ciated.” 


‘‘Half a Century’’ 

A thoroughly interesting and good 
will building piece of advertising is 
the fiftieth anniversary brochure issued 
by the Jackson-State National Bank of 
Jackson, Mississippi. Headed “Half a 
Century With Jackson” the booklet, a 
32-page, two-color job, contains a lively 
account of the history of Jackson and 
of the Jackson-State National Bank. 
There are eighteen pages of pictures— 
approximately 52 drawings and 31 
photographs—of early and present-day 
local scenes and personalities. 


© 


SHow the public that the operation of 
every bank is purely one of a business 
which must make money in order to stay 
in business, and to render a profit to its 
stockholders. — Harold A. Wallace, 
President, Associated Credit Bureaus of 
America. 
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BRIEFS 


Items of interest from many sources—condensed for quick reading 


History on Bank Notes 


“The interesting scenes on early 
American bank notes, particularly those 
issued by banks and banking institu- 
tions prior to the national banking act, 
offer a glimpse of homespun advertis- 
ing of local industry that in addition to 
serving as historical records of business 
and industrial enterprise, are diminu- 
tive examples of fine home-town boost- 
ing,” we are reminded in an interesting 
and informative article “Green Pastures 
or Civic Pride?” in the January issue 
of About The First, attractive monthly 
staff magazine published by The First 
National Bank of Boston. 

With ten illustrations, the article tells 
of the graceful clipper ships that sailed 
majestically across the face of many a 
New England bank note, of the etchings 
of the “iron horse,” crack wood burners, 
and flyers of the early railroad age, of 
the farm scenes, quarries, marble cut- 
ters, looms, spindles, iron foundries, 
shoe factories, and many other indus- 
tries pictured on these bank notes and 
carrying an interesting chronicle of the 
early struggles of New England com- 
munities. 


War Boom Failure 


Failure of the expected war boom 
to materialize was not at all regrettable, 
Harvey D. Gibson, president of the 
Manufacturers Trust Company, New 
York City, pointed out in his annual 
report to stockholders. “While it would 
unquestionably have stimulated busi- 
ness,” he said, “such stimulation would 
be bound to be artificial and would not 
affect materially the basic conditions on 
which we must depend for a permanent 
recovery. Readjustments which must 
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always follow undue activity are gen- 
erally so severe that they are apt to 
cancel any advantages which may seem 
to have resulted. We have only to look 
back upon the last post-war period to 
see the truth of this conclusion. On 
the other hand, the war will tend to 
strengthen our economic and financia! 
ties with our South American neighbors. 
Not only should this bring us good 
business, which is already apparent. 
but it should confirm the ‘good neigh- 
bor’ policy in which we are all inter 
ested, and promote a better understand 
ing between us.” 


Savings Comparisons 


Total saving in the United States in- 
creased steadily from 1933 to 1937 
amounting to $4.5 billion in 1936 and 
$5.5 billion in 1937, according to es- 
timates prepared by Raymond W. Gold- 
smith with the assistance of Walter S. 
Salant and presented in Part Four of 
“Studies in Income and Wealth, Vol- 
ume III.” This volume, by the Confer- 
ence on Research in National Income 
and Wealth has just been released by 
the National Bureau of Economic Re- 
search. 


In 1933, 1934, and 1935, total sav- 
ing was negative, that is, current ex- 
penses of individuals and enterprises 
exceeded their current income. The 
total inroads on national wealth of 
$12.5 billion in these three years were, 
however, almost balanced by the $10 
billion of positive saving during 1936 
and 1937. A striking fact revealed by 
the breakdown of total saving is the 
predominance of saving by individuals. 
Over the period 1933-37 as a whole, in- 
dividual saving aggregated about $1] 
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pbillion while business and government 
units had negative saving of about $9.5 
and $4 billion respectively. Individuals 
had negative saving only in 1933, busi- 
ness units in every year, and govern- 
ment units in every year except 1937. 
The saving of individuals was almost 
exclusively in the form of increases in 
cash and in their equity in insurance 
and pension contracts. Indeed, the esti- 
mates suggest that individuals decreased 
their holdings of securities and durable 
consumer goods over the period consid- 
ered. The saving of state and local 
governments from 1933 to 1937 is es- 
timated at about $4 billion; but this is 
more than counterbalanced by the al- 
most $8 billion of negative saving by 
the Federal Government. 


N. Y. Bond Conferences 


As a result of the interest shown last 
year in the meetings held by the Bond 
Portfolio Committee of the New York 
State Bankers Association, the commit- 
tee has designed another program to ex- 
tend from February 5 to March 4 this 
year. A series of five conferences will 
be held simultaneously in ten cities se- 
lected with a view to placing at least 
one meeting within convenient driving 
range of every bank in the state. Meet- 
ings will last two hours, be held in 
the evening, and consist of a one hour 
talk by a speaker thoroughly conversant 
with his subject and one hour of open 
discussion. Subject matter has been de- 
veloped with a view to covering prac- 
tical problems of investing banks’ funds 
and managing the investment portfolio. 
Dates of the meetings are: February 5, 
13, 19, 26, and March 4; while cities 
in which the meetings are to be held 
are: Albany, Binghamton, Buffalo, New 
York City, Olean, Poughkeepsie, Roches- 
ter, Syracuse, Utica, Watertown. 


ABA Consumer Credit 


Establishment of a Consumer Credit 
Department by the American Bankers 
Association to serve the needs of the 
several thousand member banks en- 
gaged in the extension of installment 


loans to the public, is announced by 
Robert M. Hanes, president of the asso- 
ciation. 

The new department will be under 
the direction of Walter B. French, vice- 
president of the Trust Company of New 
Jersey, Jersey City, N. J., who has re- 
signed from that institution to become 
deputy manager of the ABA in charge 
of this work. 

Mr. French is an authority on con- 
sumer credit in banks, and a graduate 
of the New York Chapter AIB, and the 
Graduate School of Banking. For his 
graduation from that institution in 
1938, he wrote a thesis on “Small Loans 
—An Investment for Banks,” which has 
been published by The Bankers Publish- 
ing Company, Cambridge, Mass., and 
has become a nationally recognized 
work in the consumer credit field. He 
will conduct extensive research in the 
general consumer credit field and will 
assist banks all over the country in the 
development of this type of service. 


Denver Regional Conference 


“Banking’s Part in Business Develop- 
ment,” is the theme of the ABA Re- 
gional Banking Conference to be held 
in Denver, Col., March 21-22. Five 
conference sessions will be held, and in 
addition there will be a public relations 
session and a meeting for the public at 
the close of the conference. This pub- 
lic meeting will be addressed by William 
A. Irwin, associate educational director 
of the American Institute of Banking. 


Saturday Closing Opinion 

Incomplete returns from a ques- 
tionnaire recently sent to its 830 
member banks by the New York 
State Bankers Association indicate 
that 385 institutions favor closing 
on Saturday during July and 
August, while 157 institutions are 
opposed to this action. 

In reply to an inquiry as to 
closing on Saturday throughout 
the year, 246 institutions voted 
“ves,” and 296 voted “no.” 
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The conference area embraces the states 
of Arizona, Arkansas, Colorado, Idaho, 
Iowa, Kansas, Missouri, Montana, Ne- 
braska, Nevada, New Mexico, North 
Dakota, Oklahoma, South Dakota, 
Texas, Utah, and Wyoming. 


AIB Speaking Contest 


Eileen Eckstrom, of the Pacific Na- 
tional Bank, San Francisco, chairman 
of the AIB Public Speaking Commitiee, 
announces that “Chartered Banking— 
Its Right to Exist” is the subject of this 
year’s national AIB public speaking 
contest. This challenging subject gives 
speakers an opportunity to justify our 
privately owned and operated banking 
structure—to show how it has con- 
tributed, and how it can continue to 
contribute, to the growth and welfare 
of the people and industry of America. 


Mortgage Rate Rise Seen 


Mortgage rates will probably rise in 
1940, Byron T. Shutz, president of the 
Mortgage Bankers Association of Amer- 
ica, announces as the result of a survey 
just completed among members of the 
organization. More than three-fourths 
of the members replying from 64 cities 
in 31 states said there have been no 
increases so far, but 47.3 per cent said 
higher mortgage rates can be expected 
during 1940. Only 6.2 per cent expect 
lower rates, while 46.5 per cent declared 
they were in doubt as to the future 
trend. “This seems to indicate,” says 
Mr. Shutz, “that the long decline in 
mortgage rates may be at an end. Nearly 
half of the members definitely anticipate 
higher rates. . . . Somewhat higher rates 
would be beneficial to all concerned. 
The abnormally low rates tend to shut 
off the supply of funds.” 


Savings Deposits Increase 


Savings deposits in banks and trust 
companies throughout the country in- 
creased $455,433,000, or 1.85 per cent 
during the year ended June 30, 1939, 
according to the annual survey of sav- 
ings deposits by the American Bankers 
Association just completed by W. Espey 
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Albig, secretary of the association’s sav! 
ings division. 

On June 30, total savings deposits, 
as represented by savings accounts and 
time certificates held by depositors, 
totaled $25,080,947,000. This repre- 
sents the sixth successive year of in- 
creases and is $3,955,413,000 above the 
depression low of $21,125,534,000 in 
1933, the survey shows. 


Savings Insurance Dividend 


A dividend has been declared to sav- 
ings bank life insurance policyholders 
by all the original New York issuing 
banks after only one year of operation 
According to the New York State Divi- 
sion of Savings Bank Life Insurance, the 
dividend averages better than 4 per cent 
of the premiums collected. “The pay- 
ment of dividends to their policyholders 
at the end of the first year’s business. 
after providing for full reserves and 
surplus, is an unusual achievement 
which speaks well for the future of sav- 
ings bank life insurance,” comments 
State Superintendent of Insurance Louis 
H. Pink. 

Savings bank life insurance was first 
offered in New York on January 6, 
1939. Three savings banks immediately 
took advantage of the law permitting 
this additional service, and four more 
issuing banks and seven agency banks 
are now offering this low cost insurance. 
On December 31, there were over 8,000 
policies in force, aggregating over 


$6,500,000. 


Foreign Exchange Quotations 


The Manufacturers Trust Company, 
New York City, has prepared a new edi- 
tion of its Foreign Exchange Quotations 
Folder. This shows the name, compo- 
sition, and current value of some 150 
currencies throughout the world. 


National Bank Earnings 


National banks throughout the coun- 
try experienced a slight increase in net 
additions to profits during the year 
ended June 30, 1939, by reason of sales 
of securities, according to the thirteenth 
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Annual Compilation of Earnings and 
Expenses of National Banks, published 
by the National Bank Division of the 
American Bankers Association. 

The percentage of gross income added 
to profits was 26.9 per cent against 24.5 
per cent for the previous year. The 
amount added to profits was $16,500,- 
000. 

In a covering letter, Division Presi- 
dent Melvin Rouff says: “The slight im- 
provement noted in the gross rate earned 
on loans and discounts a year earlier 
continued, though it amounted to only 
one-tenth of 1 per cent, which carried 
the rate up to 4.5 per cent, the same as 
in 1936. The gross rate earned on in- 
vestments, however, showed a decline of 
one-tenth of 1 per cent. 

“The year as a whole brought no im- 
provement in earnings. Gross income 
actually declined somewhat, but by rea- 
son of the higher profits on securities 
sold the net additions to profits in- 
creased sixteen and a half million dol- 
lars. In eighteen states the recoveries 
and profits exceeded all losses and de- 
preciation. In 1937 that was true of 
the average of all banks. Figures for 
1939 do not vary a great deal from those 
of the last preceding year. The heaviest 
increase in costs was in salaries and the 
largest advance in income was in serv- 
ice charges, which improved one-half of 
1 per cent of gross earnings.” 


Bank Record Collection 


One of the largest and most historical 
collections of bank records in the United 
States was presented last month to the 
Historical Society of Pennsylvania by 
the Pennsylvania Company for Insur- 
ances on Lives and Granting Annuities. 

The collection, consisting of hundreds 
of day by day records of the Bank of 
North America. spans the years from 
1781 when the Second Continental Con- 
gress granted it charter number one, to 
1929, when the historic association was 
absorbed by the Pennsylvania Company. 

Organized when the heat of revolu- 
tion was fusing the Colonies into a na- 
tion, the Bank of North America was 
formed primarily to aid the Continental 


Congress in its course of war against 
taxation without representation by pro- 
viding supplies and money. 

Inscribed by hand, the thousands of 
ledger pages included in the collection 
recall the happenings of 160 years ago 
—when thrifty, bespectacled Benjamin 
Franklin made his daily trip to the bank 
to deposit his pence and pounds. There 
is also revealed the tortuous and in- 
volved financial affairs of Robert Mor- 
ris, and included are letters, dated 
1774-1777, written by Morris to George 
Washington, who was having his 
troubles at Valley Forge, commenting 
on the progress of financing the Revo- 
lutionary War. Because of bank rules 
necessitating stockholders appearing at 
the bank to sign for all dividends, the 
dividend books probably contain one of 
the largest collections of early auto- 
graphs in the United States. 


Savings & Loan Insurance 


The Federal Savings and Loan Insur- 
ance Corporation is now protecting the 
savings of nearly 2,340,000 savers— 
296,000 more than a year ago—in 
savings and loan associations and simi- 
lar long-term thrift and home-financing 
institutions throughout the country, 
Nugent Fallon, the corporation’s gen- 
eral manager, reports. Private savings 
put in the care of the 2,189 institutions 
now insuring accounts up to $5,000 
each with the Corporation amount to 
$1,748,000,000, as’ compared’ with 
$1,398,000,000 a year earlier. Almost 
95 per cent of this money is assured 
against any loss. Meantime, total assets 
of insured institutions rose 17 per cent 
from November 30, 1938, to approxi- 
mately $2,500,000,000 on November 30, 
1939. 

© 


In this and like communities public 
sentiment is everything. With public 
sentiment nothing can fail, without it 
nothing can succeed. Consequently he 
who molds public sentiment goes deeper 
than he who enacts statutes and deci- 
sions. He makes statutes and decisions 
possible or impossible to be executed. 


—Abraham Lincoln. 
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Convention Dates 


NATIONAL 


April 21-24—American Bankers Associa- 
tion Executive Council Spring Meeting, 
The Homestead, Hot Springs, Va. 

May 8-10—National Association of Mutual 
Savings Banks, Hotel Statler, Boston, 
Mass. 

May 23-25-—National Safe Deposit Advis- 
ory Council, Hotel Statler, Boston, Mass. 

May 27-29—American Industrial Bankers 
Association, 1940 Institute, Wardman 
Park Hotel, Washington, D. C. 

June 3-7—American Institute of Banking, 
Hotel Statler, Boston, Mass. 

September 18-20—National Association of 
Supervisors of State Banks, Richmond, 
Va. 

September 22-26—American Bankers Asso- 
ciation, Atlantic City, N. J. 


Strate AND REGIONAL 


February 12—Ohio Bankers Association, 
Mid-Winter Meeting, Neil House, Co- 
lumbus, Ohio. 

February 12-14—Indiana Banking Confer- 
ence, Indiana University, Bloomington, 
Ind. 

February 13-15—ABA Mid-Winter Trust 
Conference, New York City. 

March 6-8 — ABA Regional Conference, 
New York City. 

March 20-21—Fifth Federal Reserve Dis- 
trict Bond Conference, Federal Reserve 
Bank of Richmond, Richmond, Va. 

March 21-22—ABA Regional Banking Con- 
ference, Denver, Colo. 

April 4-6—Florida Bankers Association, 
Palm Beach Biltmore Hotel, Palm Beach, 
Fla. 

April 18-19—Georgia Bankers Association, 
Forest Hills Hotel, Augusta, Ga. 

April 18-20—National Association of Bank 
Auditors and Comptrollers, Eastern Re- 

_ gional Conference, Baltimore, Md. 

May 2-3—Oklahoma Bankers Association, 
Tulsa, Okla. 

May 4—Oklahoma American Institute of 
Banking, Tulsa, Okla. 

May 6-8—Missouri Bankers 
Kansas City, Mo. 

May 7-8—Tennessee Bankers 
Memphis, Tenn. 
May 8-10—Kansas 
Wichita, Kan. 
May 13-15—Mississippi Bankers Association, 

Buena Vista Hotel, Biloxi, Miss. 


Association, 


Association, 


Bankers Association, 
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May 15-16—Indiana Bankers Association, 
Claypool Hotel, Indianapolis, Ind. 


May 15-16—South Dakota Bankers Asso- 
ciation, Watertown, S. D. 

May 16-17—Alabama Bankers Association, 
Hotel Tutwiler, Birmingham, Ala. 

May 16-17—Arkansas Bankers Association, 
Arlington Hotel, Hot Springs, Arkansas. 

May 17-18—New Mexico Bankers Associa- 
tion, Hilton Hotel, Albuquerque, N. M. 

May 17-18—National Association of Bank 
Auditors and Comptrollers Regional Con 
ference, Minneapolis, Minn. 

May 21-23—Texas Bankers Association. 
Buccaneer Hotel, Galveston, Tex. 

May 23-25—Massachusetts Bankers Asso. 
ciation, New Ocean House, Swampscott, 
Mass. 

May 23-25—New Jersey Bankers Associa 
tion, The Ambassador Hotel, Atlanti: 
City, N. J. 

May 23-25—Virginia Bankers Association. 
Hotel Roanoke, Roanoke, Va. 

May 28-29—Illinois Bankers Association, 
Palmer House, Chicago, Ill. 

June 3-5—Iowa Bankers Association. 

June 5-7—Minnesota Bankers Association, 
Minneapolis, Minn. 

June 5-9—District of Columbia Bankers 
Association, The Homestead, Hot Springs, 
Va. 

June 6-8—West Virginia Bankers Associa- 
tion, Greenbrier Hotel, White Sulphur 
Springs, W. Va. 

June 7-8—New Hampshire Bankers Con- 
ference, Dartmouth College, Hanover, 
N. H. 

June 10-11—New York Bankers Associa- 
tion, Syracuse, N. Y. 

June 10-14—Virginia Bankers Conference, 
University of Virginia, Charlottesville, Va. 

June 11-12—Wisconsin Bankers Association. 

June 14-15—North Dakota Bankers Asso- 
ciation, Minot, N. D. 

June 17-19—Michigan Bankers Association, 
Pantlind Hotel, Grand Rapids, Mich. 
June 21-22—Colorado Bankers Association, 

Stanley Hotel, Estes Park, Colo. 

June 21-23—Maine Bankers Association, 
Poland Spring House, Poland, Maine. 
July 8-12—North Carolina Bankers Con- 
ference, University of North Carolina, 

Chapel Hill, N. C. 

August 26—Nevada Bankers Association, 

Winnemucca, Nev. 


THE BANKERS MAGAZINE for February, 1949 





